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DEPARTMENTS OF TRANSPORTATION, HUD,
AND RELATED AGENCIES APPROPRIATIONS
FOR 2017

WEDNESDAY, FEBRUARY 24, 2016.

U.S. DEPARTMENT OF TRANSPORTATION

WITNESS

HON. ANTHONY FOXX, SECRETARY OF TRANSPORTATION

Mr. DIAZ-BALART. Let’s call the subcommittee to order.
It is great to be with all of you. And Mr. Secretary, it is good to

see you again, sir.
Today we welcome Secretary Anthony Foxx. I apologize, by the

way, I am a little bit under the weather all of a sudden, so if my
voice goes—Secretary Foxx from the Department of Transportation
to discuss the general fiscal year 2017 budget request. The DOT is
requesting a total of $98 billion in new budgetary resources in fis-
cal year 2017. Almost 30 percent above 2016. Again, however, it is
hard to take much of this budget request seriously. And we will
talk about that later on.

Last year we reached a bipartisan agreement setting discre-
tionary budget caps for fiscal years 2016 and 2017. The administra-
tion’s request, for the Department of Transportation, effectively ig-
nores this agreement, absolutely ignores this agreement, an agree-
ment that was signed by the President. Again, but yet ignored in
this proposal.

Mr. Secretary, first the proposal, your proposal, is $17.9 billion
in new spending for DOT, called the 21st Century Clean Transpor-
tation Program. This proposal includes no details, no legislative
language and not much more than, frankly, wishful thinking. The
administration proposes to pay for this proposal mostly with new
energy taxes. I don’t expect that you will see any serious support
for new taxes, or frankly, new mandatory spending from this body.

The second is a more, frankly, serious violation to the letter and
the spirit of our bipartisan agreement. The proposal is taking $4.3
billion of discretionary programs funded in 2016 and somehow
magically shifting those programs to the mandatory side of ledger.
Then you propose increasing these programs to $7.4 billion. So the
budget also uses rescission gimmicks to hide another $2.4 billion
in additional spending. So all told, this budget request exceeds the
fiscal year 2017 budget cap, signed by the President, by almost $10
billion, by $9.8 billion.

So unfortunately, this request, and I have the highest admiration
for the Secretary, but this request shows a failure of this adminis-
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tration to set priorities, within the caps, that we have all agreed
to, of last year’s budget deal.

So on this committee, we are going to have to live, and we will,
with those caps as we move to complete our work in regular order.
And we just can’t accept budget gimmicks. So we can’t take this
seriously, unfortunately, and it does the administration a disservice
to submit a budget which is, frankly, so disconnected from reality,
Mr. Secretary.

Look, we worked in a bipartisan manner to get the FAST Act
done last year. And I know you are hard at work implementing
that Act, Mr. Secretary. We need to work just as hard, and, frank-
ly, in the same cooperative manner, to set our transportation prior-
ities for 2017 within the 2-year bipartisan budget agreement.

I look forward working with you, Mr. Secretary, and again I have
the highest esteem for you, as we make the hard choices necessary
to meet our Nation’s infrastructure needs, all while being account-
able, accountable to the taxpayer.

Before we get into your opening statement, I want to recognize
the ranking member of this subcommittee, the gentleman from
North Carolina, Mr. Price, for his opening statement.

Mr. Price it is good to have you here, and good to see you, sir,
as always, and you are recognized.

Mr. PRICE. Thank you, Mr. Chairman. It is good to be here. And
I am glad to begin this, the first of four hearings on the 2017 budg-
et.

I want to thank you, Mr. Chairman, for the fair and open man-
ner in which you conducted our work last year and I look forward
to the same kind of productive and collegial relationship this year.

And of course it is always a pleasure to see my friend and fellow
North Carolinian, Secretary of Transportation, Anthony Foxx, who
has done an outstanding job over leading this Department. When
Secretary Foxx was first appointed, we in North Carolina, knew
him as a mayor of a great city with great accomplishments. And
in fact with transportation as his signature issue in that role. So
we had an inkling that Mayor Foxx was very, very well equipped
to do the job he was called to do. And sure enough it has turned
out that way and then some.

So Mr. Secretary, it is a pleasure to welcome you here. It has
been a pleasure to work with you and we look forward to doing
that for the balance of this year. Although this may be your last
appearance before this subcommittee. We have mixed feelings
about that.

Well, as the chairman has just said, but I will put a little dif-
ferent spin on it, this is an ambitious budget, it is an ambitious
budget, I think it needs to be ambitious. It would provide $98 bil-
lion in budgetary resources to maintain, modernize, and improve
our Nation’s transportation system. The budget would make stra-
tegic investments and new technologies to make transportation
safer and more efficient. We would provide resources for commu-
nities to align and coordinate their transportation investments.

The proposed budget takes steps to reduce the backlog of de-
ferred maintenance and to move our transportation infrastructure
back toward a state of good repair. I think in looking at this budget
request, and squaring it up against reality, we understand just how
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antiquated our transportation infrastructure has become. The
American Society of Civil Engineers gave American infrastructure
a D plus recently, estimating that we need to invest $3.6 trillion
by 2020, just to bring our infrastructure from poor to good condi-
tion. So this budget would take a significant step in this direction,
it would dedicate resources to take care of our most pressing needs
while providing a path forward for the future.

The request includes nearly $18 billion for the 21st Century
Clean Transportation Plan. This is a forward looking, multifaceted
proposal that would allow regions to work together to develop
smarter and more resilient transportation systems. It would also
address emissions, provide for reduced emissions, and it would pro-
vide for increased economic efficiency of the transportation system.

Critically the budget also proposes increased funding to bolster
our investments in passenger rail and public transit systems,
which are absolutely essential to our transportation future. Con-
gress must increase its commitment to Amtrak, to FTA capital in-
vestment grants, TIGER grants, similar programs if we are to en-
sure America’s transportation system can face the challenges of
today and tomorrow.

Speaking of the future, Mr. Secretary, I am also interested to
learn more, or will be interested to hear you talk about your $200
million proposal for research on autonomous vehicles. This emerg-
ing technology has tremendous potential to make driving safer and
more efficient. I am glad to see the Department is engaged on this
topic.

Before closing, I would like to also comment on our overall fund-
ing situation this year. In contrast to last year we now have a
multiyear surface transportation authorization through 2020. Good,
it was only 8 years late, but we have it. As well as a top line budg-
et number, as a result of the bipartisan budget agreement enacted
in October. Now we can hope that these two developments will give
us some badly needed budgetary certainty as the process moves
forward this year despite some rumblings to the contrary from the
usual suspects. Make no mistake, having a budget agreement is
certainly better than not having a budget agreement. But avoiding
sequestration is not enough. Our agreed upon funding levels will
I hope let us write appropriations bills, but they make it virtually
certain that the bill we put forward will still not sufficiently ad-
dress the myriad of issues facing our transportation system.

We know that investing in transportation infrastructure keeps us
safe, improves our economy, creates jobs, but rather than allowing
us to think boldly about the future of transportation, the resources
that we have available, even with the budget agreement, will most
likely force us only to address the most pressing needs. We are
patching potholes when we should be building bridges and laying
rails.

While I know the budget request contains revenue to pay for the
mandatory proposals, I think we all know it is unlikely that will
come to fruition this year. So this leaves us with an unfortunate
dilemma, how do we stop the decay of our infrastructure while
making strategic investments in the future?

Finally, let me briefly address Chairman Shuster’s FAA reau-
thorization proposal. I have grave concerns, I have expressed those
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along with many other Members on both side of the aisle. Grave
concerns about privatizing our Nation’s air traffic control system
which would separate FAA’s aviation safety and air traffic control
components.

The government sponsored corporation model in the chairman’s
proposal, could reduce transparency and oversight while allowing
for fee increases and diminishing access to the national airspace for
many aviation stakeholders.

I believe regular and robust oversight of the FAA is necessary to
ensure the safety and quality of the air system and ensure the air-
line passengers, our constituents have a say in the system they are
paying for. Our dedicated FAA professionals operate the busiest,
most complex and safest air traffic control system in the world. I
am committed to reforms that would improve the safety and the ef-
ficiency of the system. But we can’t sacrifice accountability and
transparency.

So Mr. Secretary, it is a very full plate. I look forward to your
testimony, to working with you on these important issues and pro-
grams.

Thank you, Mr. Chairman.
Mr. DIAZ-BALART. Thank you, Mr. Price. I would like to recognize

now the ranking member of the full committee, Ms. Lowey.
Mrs. LOWEY. Well thank you very much, Mr. Chairman. And it

is certainly a delight for me to welcome our outstanding Secretary
Foxx, before the subcommittee today. I truly want to thank you for
your service. You have been so attentive to all the Members of not
just this committee, but of this Congress. And we have so much
more work to do and I am sorry that there is just a limited time,
but you never know, you never know. We look forward to con-
tinuing to work together for the remainder of your term. Thank
you so very much.

Last fall Republicans and Democrats joined together to pass a bi-
partisan budget agreement that set the discretionary spending
level for fiscal year 2017. Unfortunately, some in the majority are
intent on turning their backs on that agreement, further con-
straining your Department’s ability to fully implement the initia-
tives contained in the recently passed surface transportation bill.

I know that Chairman Rogers is anxious to move the appropria-
tions process forward, through a regular order agreement which I
support. Today our Nation faces significant challenges to our trans-
portation infrastructure. And the Department of Transportation’s
budget is forward thinking, would prioritize investments in our Na-
tion’s changing infrastructure needs, improve efficiency and effec-
tiveness of our transportation system, and foster economic growth.
The budget builds on the FAST Act, which seems to make critical
investments that would enhance our Nation’s crumbling infrastruc-
ture.

As we work to deliver the funds to rebuild and update American
infrastructure, we must be mindful of the critical role that the De-
partment of Transportation plays with regard to safety. For exam-
ple, the tragic grade crossing crash in my district last year under-
scores that we must enlist a multifaceted approach, eliminating
grade crossings where we can, developing new technologies that
will identify obstructions, educating drivers, and ensuring that the
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Federal Railroad Administration has a robust inspection staff to
identify hazardous crossings.

Finally, I would like to say a word about the efforts to privatize
our Nation’s air traffic control system. Mr. Secretary, I am sure you
are aware that Chairman Rogers, Chairman Diaz-Balart, as well as
Ranking Member Mr. Price and I have expressed strong concerns
about these privatization efforts, based on our commitment to pro-
tecting the public interest, and public investment in this critical
asset that is so essential to our economy. Everyday a dedicated and
highly skilled controller and technician workforce safely manages
thousands of flights and maintains round the clock operation of the
world’s most complicated air traffic and navigational network.

We value the dedicated men and women who serve as air traffic
controllers, technicians, safety inspectors and aviation profes-
sionals. They are critical to ensuring the safety of our Nation’s
aviation system and should not be beholding to a board, controlled
by aviation industry stakeholders, who have an undeniable interest
in improving their own bottom line.

The quality and scope of the United States air traffic control pro-
gram are unmatched by any other country. We must continue to
make improvements to the technology and operations of the sys-
tem, but in my judgment it would be a major mistake to undermine
the funding model and oversight that makes our air traffic control
system the best in the world.

I hope we can work together to ensure that the United States re-
mains the global leader in aviation. Welcome again. I look forward
to your testimony.

Thank you, Mr. Chairman.
Mr. DIAZ-BALART. Thank you, Ms. Lowey.
Mr. Secretary, your full written testimony will be included in the

record. And again it is a pleasure to have you here sir, you are rec-
ognized for 5 minutes.

Secretary FOXX. Mr. Chairman, first of all, I want to thank you
for your hospitality and for the hospitality of this committee. Rank-
ing Member Price and Ranking Member Lowey, let me also ac-
knowledge you and all members of the committee for the great
work you do and for the voices that you lend to the American peo-
ple to keep the business of government moving. Thank you.

I want to thank all of you today for the opportunity to discuss
the President’s fiscal year 2017 budget proposal for the U.S. De-
partment of Transportation. Every year since I have been Sec-
retary, I have come to this committee and others and urged Con-
gress to pass a long-term surface transportation bill. Today, thank-
fully, I have come in part to thank you for passing a bipartisan sur-
face transportation bill last year, the FAST Act, which has done so
much to remove the cloud of uncertainty over our surface transpor-
tation system that has been there for much of the past decade.

Today, I also ask you to join the Obama Administration as we
seek to build on the FAST Act with an even more robust 21st cen-
tury-focused plan to win the future. For fiscal year 2017, the Presi-
dent’s plan includes $98 billion in transportation investments—a
significant increase over FAST Act levels to support advancements
in safety, repairing and replacing infrastructure, and driving for-
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ward innovation and emerging technologies that can help us move
faster, more efficiently and safer in the future.

The President’s proposal recognizes that neither the current
patchwork funding approach nor the rigid and antiquated distribu-
tion of transportation dollars through a formula is going to put our
Nation’s infrastructure in the best position for our kids and
grandkids.

As the long, tortured debate about how to put together a long-
term surface transportation bill has shown, transportation bills are
no longer ‘‘lay ups.’’ If we do the hard work now, it will save us
stress when the FAST Act expires.

While the FAST Act helps, we are still playing catch up, and the
same demographic and economic pressures are still looming. Our
survey of future challenges, Beyond Traffic, tells us that we will be
stuck in even worse traffic tomorrow than we have today. After all,
we have 70 million more people we are expecting in this country
by 2045, creating even more demand on our transportation system.

Freight volumes are increasing by 45 percent over that same ho-
rizon, including 65 percent more trucks on the road, and more of
the population is concentrating around what social scientists and
other observers call megaregions. These are not just urban centers,
these are suburban areas and rural areas that are tied together as
communities of economic interest.

In short, our funding and funding distribution models for Amer-
ica’s transportation system are rear-view mirrors, and a massive
demographic and economic pressures are front windshields. With
the FAST Act’s passage, Congress should rethink our strategy, and
the President’s budget offers a pathway for the future.

Specifically, the President’s request proposes a new Clean Trans-
portation Plan. This plan not only increases spending on infrastruc-
ture, it also looks to spend the money we do spend in infrastructure
smarter—pushing it to the local and regional levels where system
integration is most needed and where projects can be built even
faster. That is why the President recommends a series of innova-
tive new grant programs that advance a 21st century regions ap-
proach with an average annual budget of $10 billion over the life
of the plan.

Also included is nearly $20 billion for transit to address the
needs of fast growing communities and more than $6 billion a year
for high-performance passenger rail.

Finally, the Clean Transportation Plan includes funding to help
us prepare for the future by providing nearly $4 billion over the
next 10 years in research to support the integration of new trans-
portation technologies, such as autonomous vehicles.

The President’s fiscal year 2017 budget requests nearly $16 bil-
lion for the Federal Aviation Administration, including $1 billion
for NextGen investments. This funding will enable the FAA to con-
tinue operations at the current funding level while maintaining its
focus on aviation safety.

So let me thank you again for the opportunity to appear before
this committee as you consider the President’s request. I appreciate
all of your work and I look forward to your questions.

[The information follows:]
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Mr. DIAZ-BALART. Thank you very much, Mr. Secretary. We will
now proceed to the standard 5-minute rounds, alternating sides
and as always, recognizing members in the order of seniority as
they were seated at the beginning of the hearing. And again as al-
ways, be mindful of your time because that 5 minutes includes the
question and the Secretary’s time to answer.

So with that Mr. Secretary, I already mentioned in my opening
statement about your budget request including two pretty big gim-
micks totaling $25 billion. And I think we can agree that the $17.9
million you have requested in infrastructure again is a nonstarter.
I don’t see an appetite, as I said before, for a huge energy tax.

But let me talk about something that has me a little bit more
concerned. And I almost feel guilty bringing this up to you because
I know you have to present the rosiest face that you can on this
proposal. And I have the highest respect and admiration for you,
and look forward to working with you, by the way, in a very de-
tailed manner. I really do.

But the greatest concern is a shift of $4.3 billion, which was
funded in 2016 discretionary programs, to the mandatory side. And
then increasing those programs to $7.4 billion. Major programs like
TIGER, Amtrak, FTA and vehicle safety, all of those would now be
off the books. Now that is especially obnoxious this year given the
fact that, as we all know, we are working under a 2-year bipartisan
agreement that sets the timeline, that was again agreed to by all
of us and including the President, signed by the President. We are
going to have it to work with, and we are committed to working
with the limits of the budget agreement.

So really two first questions, Mr. Secretary. Are there any sub-
stantive reasons to shift these programs to the mandatory side,
other than creating more room elsewhere in the budget for more
spending? And if so what are those?

And then, if you had to fund these programs that are now in
your proposal shifting to mandatory, within the discretionary budg-
et authority, as we are going to have to do, would you imagine that
there would be potentially different funding levels for these pro-
grams? Because as the budget reads now, you know, we don’t really
know what the priorities are because you have all this additional
money. Would you still be requesting $1.25 billion for TIGER, for
example, if you had to cut from other programs to fund it, which
is what we would have to do? And if so, for example, where would
you get it from the existing money? And again, throwing those two
questions at you and thank you for being here.

Secretary FOXX. No, thank you, Mr. Chairman. And let me start
by setting the context a little bit. I think over the last several years
we have gotten used to being cut down to the marrow in terms of
our transportation system. I am not talking about the Department
specifically—I am talking about the system overall, the bridges, the
roads, et cetera. We are still underinvesting even at FAST Act lev-
els. And our budget recognizes a need to build on investment levels
going forward.

I would say, with a bit of humility, to the credit of the adminis-
tration, we didn’t come to this discussion without bringing in some
ideas about how to pay for the increases we are recommending.
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And that is where the oil fee and the business tax reform continue
to be part of our discussion.

And then what I would say, on the specific question of the shift
from discretionary to mandatory, is that our theory of action there
is a user based theory, which is that if states and local govern-
ments and communities have the certainty that programs are going
to be around for several years, they can actually plan better than
if they are going from year to year.

For example, the TIGER program is one where we don’t know
and they don’t know from year to year whether that program is
going to be there. And if it is, at what levels? And so the more pre-
dictability, the better for those programs.

I hope I have answered your questions.
Mr. DIAZ-BALART. Yes, Mr. Secretary, on that point. Now, the

issue, for example, though, if we are dealing with a limited cap,
which is what we have, which is what we deal with, would you
still, for example, ask for those increases at those levels when you
have to then take it out of someplace else, as opposed to just put
it in this theoretically new pot of money?

And so I look forward to working with you on those specifics, but
you understand that is ultimately—come on, that is what we are
going to have to do. Because that is what the President agreed to
with those numbers, we all agreed to those numbers. Would you be
asking for those huge increases for TIGER and others? And I am
not telling you that those are programs that are meritorious, if we
have to—which we will, stick to those caps, where would we take
that money from? If we are not going to raise taxes and put it into
mandatory, where would we take that money from?

I am running out of time and would like to lead by example. I
do look forward to working with you, again on the detailed issues,
because we are going to have to do this in a realistic fashion. And
so again, but I want to lead by example in keeping my time short.

Mr. Price, you are recognized, sir.
Mr. PRICE. Thank you, Mr. Chairman. Mr. Secretary, let me

turn, not surprisingly, to the FAA and the authorization proposal
that has recently been put on the table. You know very well our
air traffic control system is the largest and most complex in the
world. The last several years we have invested billions already into
the NextGen program, FAA’s NextGen program, to transition from
ground based to satellite based navigation system.

The proponents of air traffic control privatization have argued
that the implementation of FAA’s NextGen program has moved too
slowly. And they do have a point about that, but what is the rem-
edy then is the next question and that is where we have a serious
issue.

So I would like you to evaluate the progress to this point and
also evaluate going forward what kind of structure we need to
bring NextGen forward and to get to this satellite based navigation
system.

First of all, as you look back on your tenure, what specific
progress would you point to that the FAA has made in modernizing
the air traffic control system, NextGen or otherwise? In other
words, what efforts have been particularly successful?
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And then secondly, how do we maintain momentum on these or
accelerate the momentum? If we had a dramatic restructuring of
our air traffic control system, would that risk sacrificing these
gains, losing that momentum?

Secretary FOXX. Mr. Ranking Member, thank for the question.
Let me try to give you as compact an answer as I can.

First of all, I think we must recognize, with all due respect to
this committee and the efforts that are undertaken to keep the
business of our Department and other agencies moving from year
to year, that we have had a state of interruptions and disruptions
to the running of our business—including 23 extensions, sequestra-
tion, and shutdowns—all of which, in various ways, have impacted
the workings of our Federal Aviation Administration and our air
traffic control system specifically.

And I think that is part of the reason why this conversation is
even happening, quite frankly. Having said that, our role in this
discussion is going to be to call the balls and strikes exactly as we
see them. And so I have promised to submit our concerns and
issues with the bill that has been proposed. That work is under
way and I look forward to that coming forward in a matter of days,
not weeks.

But on your question about NextGen specifically, as it relates to
this, NextGen was rebaselined under this administration. And if
our FAA administrator were here, I am sure he would tell you that
based on the new schedules that have been adopted early in the
administration, we are actually meeting the marks. And so we
have operations out in the field now that are happening.

Performance-based navigation types of approaches to airports
that are happening in places like Dallas. Data Comm is technology
that we are steadily rolling out across the country. ERAM was put
out over the last year. And so I feel like we are making progress
and getting the foundational elements of NextGen put together.

I would also say that this is an area where I think Congress has
basically created a different structure for FAA in terms of man-
aging the human resources and procurement, for the FAA, dif-
ferently than we have for other agencies. And I think that one of
the things that potentially could help us going forward is to have
reconsideration of some of the autonomies that the FAA was given
back in 1995 to help add some redundancy to the management
structure.

Mr. PRICE. Thank you. I would of course be receptive to those re-
flections. Thank you, Mr. Chairman.

Mr. DIAZ-BALART. Thank you, Mr. Price.
We are privileged and honored to be joined by the chairman of

the full committee, Mr. Rogers. Chairman Rogers, you are recog-
nized. Thank you, sir.

Mr. ROGERS. Thank you, Mr. Chairman. I appreciate that,
thanks for the courtesy. I apologize for being late. We have 21
hearings this week. We have four secretaries today, four tomorrow,
plus other people. So I apologize for coming and going.

Mr. Secretary, thank you for your time here today especially. No
doubt you have been busy since the passage of the FAST Act last
year. That multiyear authorization bill was sorely needed to help
your agency—as well as your partners at the State and local lev-
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els—to implement long term transportation planning that is so crit-
ical to the Nation’s economic health. I appreciate you being here
with us to answer questions on your request.

As you know, last year Congress reached an agreement with the
White House, setting discretionary budget caps for fiscal years
2016 and 2017. It was a bipartisan agreement, which the President
signed. It is disappointing, but not surprising, that President
Obama’s last budget request essentially tears that agreement to
shreds—circumventing the statuary cap on spending with billions
of dollars proposed on the mandatory side of the ledger. Perhaps
nowhere is that more apparent than in the request for the Depart-
ment of Transportation.

Overall, you have requested $98 billion in total resources for the
year, compared to fiscal year 2016’s enacted level of $76 billion,
from $76 billion to $98 billion. There is nobody in this room who
questions the importance of transportation funding to our Nation’s
economy, but this request constitutes nearly a 30 percent increase
in just 1 year.

More importantly, the request shifts $4.3 billion from discre-
tionary accounts to mandatory funding in order to avoid the agreed
upon budget caps. These are critical programs like TIGER grants,
rail, transit. We both know that these figures and budget gimmicks
are unrealistic, it only serves to make the job of this committee
more difficult, and eventually you and your Department.

To the contrary the committee has worked hard to responsibly
reduce discretionary spending and make our government work
more efficiently. We have been fairly successful. Over the last 5
years we have cut $126 billion off of discretionary spending.

So people say, yay, that is great you are cutting the deficit. The
problem is the mandatory side, which is zooming like a rocket. Now
mandatories take up almost three-fourths of all Federal spending.
We only appropriated 30 percent of Federal spending, including the
discretionary part of your budget. Mandatory spending, largely out-
side the purview of this committee, or any other committee for that
matter, now accounts for some two-thirds of Federal spending, and
the administration refuses to acknowledge or much less tackle that
problem.

I was also disappointed to see an outgrowth of new programs
proposed in your request. Not only have you prioritized $17.9 bil-
lion for a new clean transportation program, but the budget in-
cludes no legislative language and few details related to that pro-
gram. There are also a number of new programs in the Office of
the Secretary, which I believe are irresponsible when critical infra-
structure is crumbling around the country. Now is not the time to
focus on pet projects or feathering a nest.

Mr. Secretary, your Department oversees critical transportation
infrastructure, obviously. Highways, airways, waterways, railways,
all of which play an important role in the American economy. So
we look forward to hearing from you today and I appreciate you
being here.

Thank you, Mr. Chairman.
Mr. DIAZ-BALART. Thank you very much, Mr. Chairman, for

being here, particularly with your pretty crazy schedule today.
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We will proceed now with Mr. Young. You are recognized sir, for
5 minutes.

Mr. YOUNG. Thank you, Mr. Chairman. Mr. Secretary, I want to
thank you for your staff’s commitment to agriculture transportation
in getting goods to market not just nationally but internationally.
We had a nice roundtable and Larry Neal was there from FMCSA
so thank you for that. We had that roundtable last week in Des
Moines.

One issue that was brought up during that roundtable is the
United Nations maritime organization’s requirement of shippers to
verify the weight of cargo containers before being loaded on vessels.
Are you familiar with this issue?

Secretary FOXX. Yes.
Mr. YOUNG. There are a lot of concerns folks have in Iowa re-

garding that, and around the country, from the commodity groups,
to rail and truckers. Concerns are that major delays may hurt com-
petitiveness. Can the U.S. not abide by this requirement and what
would it take? Because I understand there is a date of, I believe
it is July, for us to become compliant, is that your understanding?

Secretary FOXX. I would have to come back with more informa-
tion for the exact date, but I think in general we are very inter-
ested in working with the State of Iowa and other communities to
assure that our port infrastructure and inland waterways are
working very well for commerce because we are going to need them
going forward.

Mr. YOUNG. Well thank you for that. But specifically regarding
the United Nations, International Maritime Organization’s require-
ment, that we are under right now, does the U.S. have options to
delay this regulation?

Secretary FOXX. This actually is a matter that falls under the
Coast Guard.

Mr. YOUNG. Okay and where is the Coast Guard on this?
Secretary FOXX. The Federal Maritime Commission, that is

under the Department of Homeland Security. But I will be happy
to pass it along and get a direct response to your question, sir.

Mr. YOUNG. It is your understanding the Department of Trans-
portation may not have any involvement in this issue whatsoever,
and we should direct our attention to Secretary Johnson?

Secretary FOXX. That is what I believe, yes, sir.
Mr. YOUNG. Okay. Thank you. We may follow up on that.
The projected shortfall of commercial drivers in the next 10 years

is about 240,000 to 300,000. In Iowa, the average age of a commer-
cial truck driver is 58 years old. This means we need some more
drivers, new commercial drivers.

However, regulations under the FMCSA related to residency re-
quirements for obtaining a commercial learner’s permit represents
a major obstacle for training, licensing and hiring new drivers.
Given the shortfalls of commercial drivers our Nation is facing,
what is the Department of Transportation doing to review the ef-
fectiveness of the current regulations out there and is DOT easing
some of the residency requirements, and ability for folks to get
those permits in an easier way so we can get people to work?

Secretary FOXX. So two things on this. I know that our FMCSA
team is working with Iowa officials to provide technical assistance
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on ways to strengthen and make the State regulations more re-
sponsive to this issue. In addition to that, we are working through
FMCSA to create opportunities for veterans who have been driving
heavy-duty trucks, and many times overseas in other combat situa-
tions, et cetera, to give them equivalence as they try to get reg-
istered to drive commercial trucks in the U.S. I know that for mili-
tary members looking to do this, it historically has been onerous
from a paperwork perspective.

And we are working to simplify the process, and we are working
especially on a rule that would extend the time period for applying
for a skills waiver from 90 days to 1 year for recently separated
military personnel. And we are also looking to allow Active-Duty
personnel to apply and test for CDLs in the States where they are
stationed. So we are trying to open the aperture there while work-
ing specifically on the issues that we know Iowa has.

Mr. YOUNG. I appreciate that, but I think if you really look at
the residency requirements, if we could have a continued dialogue
on that, we can get a lot more folks to work.

One last thing, the President’s budget provides for investments
in new technologies in the 21st Century Clean Transportation
Plan. Specifically $10.5 billion is being requested to improve these
transit systems, including $3.6 billion to expand the development,
access and use of public transit. Now we have many urban areas
that have some great innovative ideas, new technology, and they
are being very progressive with their urban transportation plans.
But when it takes about an average of 3 years for rules and regula-
tions to catch up with some of these, it seems like innovations and
technology are far outpacing the finalization of rules and regula-
tions.

So urban areas such as Des Moines, they feel like their hands
are tied and they want to move ahead with progressive develop-
ment plans, but it seems the Department of Transportation rules
and regulations are a hindrance. How can you work better with
these urban areas so we can really have a 21st century transit plan
with maybe not having to spend $10.5 billion with the ideas right
there on the ground already?

Mr. DIAZ-BALART. And Mr. Secretary, I am going to ask you to
be brief on that question.

Secretary FOXX. I would love to give a longer answer, but I will
try to be brief. The demand for transit is going to be much more
significant in the future than it is even today and so the budget
reflects that reality. If there are places where you are getting
gummed up by our agency, I would ask you to just reach out to me
directly and I will try to clear the way as best I can.

Mr. YOUNG. I would be glad to have a further conversation with
you and the folks in Des Moines regarding this.

Mr. Chairman, I apologize for going over.
Mr. DIAZ-BALART. It is all right—good questions. Let me now rec-

ognize the ranking member of the full committee, Mrs. Lowey.
Mrs. LOWEY. Thank you, Mr. Chairman. Mr. Secretary, I intro-

duced legislation supporting further development of the Driver Al-
cohol Detection System for Safety, called DADSS, which will
produce technology to identify drunk drivers, prevent them from
getting on the road. And last June I joined hundreds of drunk driv-
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ing victims and supporters, as well as members of your leadership
team, at DOT headquarters, to celebrate advancements in the pro-
gram.

At the ceremony, your Deputy Secretary Victor Mendez was very
enthusiastic and said we need to do it faster. NHTSA Adminis-
trator Rosekind has also demonstrated strong support for DADSS
advancements. Will you provide us with an update of this vitally
important program which has the promise of saving thousands of
lives annually in light of the action by Congress and the FAST Act
to continue through fiscal year 2020?

And I am particularly interested in knowing a plan to accelerate
the development of this technology, including the possibility of ap-
plying more resources from the Department and from NHTSA’s
partner in these efforts such as leading auto manufacturers. Can
you tell us what is happening with the program?

Secretary FOXX. Well, first of all, thank you so much for your
leadership in pushing this. This technology we believe will be game
changing in reducing drunk driving risks to the public. We plan to
continue working to accelerate the research on this to make it usa-
ble. And in fact, in fiscal year 2017, NHTSA plans to focus on the
critical components of the breath-based and touch-based sensors
that are necessary to implement this technology so that they are
ready for in-vehicle use. And we also hope to initiate a pilot field
operational trial for both sensors in the fiscal year 2017 year. We
feel like this technology is very close to being ready for prime time,
and we want to put the last finishing touches on our research and
ensure that that is the case.

Mrs. LOWEY. Thank you. Actually, I actually sat in one of those
cars, and it is very exciting and I appreciate your work. I guess I
have time for another one, a crude one. Every day, upwards of 80
rail tank cars carry highly volatile Bakken crude oil, through Rock-
land County, New York, endangering homes, skills businesses near
the tracks. While progress is being made on the safe transport of
crude oil, we need to act fast to guarantee the security of Ameri-
cans who live near America’s extensive railways. And with the in-
creased movement of domestically produced energy products we
must make every effort to ensure that these shipments are done
safely, whether they are transported by rail, truck, barge or pipe-
line.

And specifically we also need to look at reducing the volatility of
crude shipment, route, speed, and emergency response and train-
ing. Your budget requested $1.6 million for a study to conduct ex-
panded research, including work with the Department of Energy on
test methods for crude oil.

Number one, if you could share some information with us in the
time remaining, when do you think it will be complete? How does
this fit into your Department’s commitment to the safe transport
of crude oil and other energy products?

So if you can just respond briefly and submit the rest to me I
would be most appreciative. Thank you.

Secretary FOXX. Well, fundamentally this issue is one that I have
been dealing with since my first 2 weeks on the job following the
Lac-Megantic accident in Canada. And you know of course that we
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worked very hard to put a rule forward that will improve the safety
of the transport of this material by rail.

But to your point, we also know there is a lot more we need to
know about the material itself. And that is why we have joined
with the Department of Energy. The testing has several phases to
it, and so the early phases are actually under way and we are hop-
ing to get through the entire run of the studies over the next year
or two, but that is going to take a lot of work by a lot of people
at the Department of Energy and the resources we are asking for
are going to help us keep those studies going forward.

Mrs. LOWEY. Well I look forward to working with the chairman
and my colleague because I know how important this is to so many
members. Thank you so much.

Secretary FOXX. Thank you.
Mr. DIAZ-BALART. Mr. Jenkins.
Mr. JENKINS. Thank you, Mr. Chairman. Mr. Secretary, thank

you for being here.
Secretary FOXX. Sure.
Mr. JENKINS. Thank you, Mr. Chairman. Mr. Secretary, thank

you for being here. As you are aware, I have the honor of rep-
resenting a very rural district, in fact U.S. Census has designated
98 percent as being rural. One of the things that we did in the
FAST Act was give some flexibility. I have got 950 bridges that are
structurally deficient, functionally obsolete, I have got road projects
that have been started, that have stalled or not even gotten start-
ed.

One of the things, working with the full committee chair and the
subcommittee chair, was putting in some new flexibility, for the
DOT, to help States address rural bridges, things not on the high-
way official corridor and use some of this funding. Can you describe
for me briefly what the DOT is doing to implement some of this
new flexibility to the States for rural bridges, to streamline the en-
vironmental permitting process so some of these projects aren’t
stalled and held up? We think this is an opportunity and I want
to make sure that they are being fully implemented aggressively
from DOT.

Secretary FOXX. Well, thank you very much for the question. We
are doing a lot to get the FAST Act stood up, including developing
guidance for the formula side of the national freight and highway
program that Congress allowed for in the FAST Act. This is going
to be formula money the States will receive, and part of what the
States can use it for is addressing those bridges and repairs that
need to be done.

Secondly, there is a discretionary part of the freight program
which we are hopeful to get a NOFA out in a matter of days, to
provide opportunities for States to apply for additional dollars to
deal not only with maintenance but even system expansion as nec-
essary. For freight and for highways.

In addition to that, on your question about streamlining, Con-
gress has given us additional tools to try to shrink the time it takes
to get projects moving forward. This is an area where, as a former
mayor, I am exactly in sync with what you are talking about in
terms of getting projects done quickly.
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It is my hope that over the next year, not only do we use those
tools and develop guidance for the use of them, but we actually
have something to show for it in terms of projects moving faster,
so we are very much focused on that.

Mr. JENKINS. Thank you.
Secondly, and like you talking about your mayoral days, me in

my State legislative days was big on fiscal responsibility, and gov-
ernment spending, watchdog and being a hawk. MAP–21 was
passed in July of 2012 and instructed DOT to annually report in
the user friendly format, on the DOT Web site, information on all
projects. In March of 2014 the highway administrator said that
would be up and running by late spring 2014. We are sitting here
in 2016, now a long time since 2012 and we still don’t have trans-
parency, and candidly, accountability to the American people for
the expenditures being made that this Congress directed be made
available 6 years ago.

Can you give me an update on where your office and the DOT
is on the transparency and the reporting responsibility that have
been around for 6 years?

Secretary FOXX. If you would allow me to submit for the record
I would like to get you a very specific answer to that question. I
think accountability and transparency is very important. We have
done some of that with our dashboard, but that has been for large-
scale projects. I want to make sure that we are delivering on the
promises that were made, and I will make sure to follow up with
that.

[The information follows:]
Section 1503(c) of MAP–21 required the Federal Highway Administration (FHWA)

to post on it website, in a user-friendly, searchable manner, a report on the obliga-
tions and expenditures of Federal-aid projects by state. FHWA has posted the rel-
evant project listings for FY 2013 and FY 2014 online at: http://www.fhwa.dot.gov/
cfo/1503creport.cfm.

FHWA has also compiled the FY 2015 project listing and it is undergoing review.
They will be posting it on their website in the coming weeks.

In addition, the Federal Transit Administration (FTA) is actively working to en-
sure that the data will be made available in a timely manner. While FTA has not
published any data on the website for FY 2013, FY 2014, or FY 2015 yet, they ex-
pect that the data will be ready to post on the DOT website within the next couple
weeks.

Mr. JENKINS. And I appreciate it. And again, we got the promise
2 years ago that in a matter of months and it has not been deliv-
ered on. It is $50 billion of expenditures. The American people de-
serve to know how it is being spent. And I am going to be a pit
bull in trying to make sure that we provide that transparency to
the American people.

My last question is, one of the things that the FAST Act did was
reauthorize Appalachian Regional Commission, for the next 5
years. We also with the chairman’s strong support, Chairman Rog-
ers, thank you and our subcommittee chair, one of the things is to
allow some new collaboration with ARC and to have some flexi-
bility for the national highway freight programs and other things.

Can you tell me what you are doing with this new reauthoriza-
tion and flexibility of collaboration with the ARC?

Secretary FOXX. Well again, a lot of our programmatic work is
based on what the region needs from DOT. And as the ARC starts
to develop its next stage agenda and its next stage set of projects
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that it wants to complete. You know we will be a strong partner
with them and help find resources they need to try to move things
forward. I would also point out that there are a lot of resources
that have been in the ARC for quite some time that we would love
to find a way to unlock and help get things going in Appalachia.

Mr. JENKINS. Thank you, Mr. Chairman, I yield back.
Mr. DIAZ-BALART. Thank you. And Mr. Jenkins, I look forward

to working with you as well to make sure we get those answers to
you. Mr. Quigley.

Mr. QUIGLEY. Thank you, Mr. Chairman. Thank you, Mr. Sec-
retary. On behalf of the Chicago Transit Authority, thank you. It
was a very good year; $156 million DOT recently set aside for the
red and purple line modernization. And additional resources set
aside for the CTA’s efforts. Just the same factor I use every year,
more people ride the CTA than Amtrak, Chicago’s light rail, in a
month, than ride Amtrak in a year, and I like Amtrak.

Getting to another point, the jobs created by transportation, Chi-
cago passed an ordinance that dealt with local hiring programs. I
know you have a pilot program that lets cities add local hiring pro-
visions in the contracts for Federal transit programs. Any plans on
making that permanent and expanding it?

Secretary FOXX. Well, we have had a great run of success with
the local hire program. We have extended it out this year and I
think to the extent that we have the authority to make that pro-
gram permanent, we would be very interested in doing so. It has
been very successful and I see evidence of that every place I go that
has actually bought into the program.

Mr. QUIGLEY. We appreciate that and we will look forward to
working with you as we go forward.

Congress has been very clear on another point. We want to see
stronger enforcement by the DOT Open Skies agreement, to ensure
U.S. carriers and U.S. workers are not at a competitive disadvan-
tage. Can you give us an update on what your agency is doing in
this vein?

Secretary FOXX. Well, I think we are very supportive of our Open
Skies agreements and they have been very successful over many
years. We have more than 110 of them out across the world today
that we rely on to provide service. And I am aware of a couple of
situations in the world right now where some of our domestic
stakeholders are concerned about the Open Skies agreements and
whether they are being followed to the letter.

Any concerns that are raised along those lines are ones that we
take seriously. We will do everything we can to get to the bottom
of those allegations and that work is under way. But beyond that,
I cannot comment.

Mr. QUIGLEY. Okay. Finally, the FAST Act also gave the Na-
tional Infrastructure and Tourism Infrastructure Advisory Board
the opportunity to be authorized. A great opportunity for transpor-
tation tourism institute is to help DOT identify the barriers to pas-
senger mobility and develop a national strategy to improve travel
in the U.S. What are your plans to help this board get established,
and your plans for the board once it is in place?

Secretary FOXX. Well, you know, this is an incredible opportunity
and frankly I would have to say that we would be not doing a serv-
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ice to this, not to compare notes with colleagues at the Department
of Commerce where Secretary Pritzker has done so much work to
boost the issue of tourism and to make that a real charge for our
economic opportunities.

So our goals would be to just pull Commerce into the discussions
and figure out how to field this team, and look to build on the work
they have done. I will say that tourism is a huge opportunity for
our markets. People around the world love to come to the U.S., love
to take advantage of this incredible country that we have. And hav-
ing the kind of transportation facilities that enable people to really
see the best of our country, is part of our work. And whether that
is improving airports, whether that is getting Hudson tunnels com-
pleted, whether that is trying to get Brent Spence Bridge comple-
tion, we have a responsibility to also continue working on those
areas as well.

Mr. QUIGLEY. I appreciate that. Mr. Chairman, I have got three
questions asked and answered, which I guess is leading today,
which if I continue to win I guess I get a set of steak knives.

Mr. DIAZ-BALART. Ginsus. Right. Very good.
Mr. QUIGLEY. Thank you, Secretary Foxx. I yield back.
Mr. DIAZ-BALART. I probably shouldn’t advertise brand names up

here. Mr. Joyce.
Mr. JOYCE. Thank you, Mr. Chairman.
And it is nice to see you, Secretary Foxx.
Mr. Quigley managed to work in one of mine regarding the——
Mr. QUIGLEY. An additional bonus.
Mr. JOYCE [continuing]. Open Skies.
But I was wondering, sir, the President requested to cut Mari-

time Security Program funding to $186 million. As tensions in the
Middle East escalate and crises throughout Europe, Africa, and
South America continue to take place, how is your agency sure that
the level of Maritime Security Program funding will be sufficient
for safely transporting the American goods and services that are
necessary in these ongoing events?

And specifically, how have you directly collaborated with the De-
partment of Defense and the Department of State to utilize their
expertise in projecting U.S. force and equipment requirements
worldwide for the fiscal year?

Secretary FOXX. Well, thank you for the question. You know we
are constantly in dialogue with the Department of Defense. I have
met with them from time to time. I know our MARAD Adminis-
trator meets with them very, very frequently. And this is a matter
that we take very seriously, and we know how important the Mari-
time Security Program is.

The President’s budget request, the package that was passed last
year gave a bump to the Maritime Security Program. The Presi-
dent’s recommendation is basically consistent with the historical
amount that has been invested in it. And, frankly, Congress’ efforts
back in the fall are causing us to go back and analyze for future
budget years. But essentially, as the budgets have come together,
our proposal was already in the works and reflects what we were
preparing to do before Congress had come in at higher levels, and
we are analyzing that to see whether future years should be at
those higher levels.
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Mr. JOYCE. So you feel the funding is adequate?
Secretary FOXX. Well, we feel that at the President’s funding lev-

els, that we can continue to operate the program. But of course, as
with anything in government, and particularly when it comes to se-
curity, you are always hoping for more dollars.

Mr. JOYCE. Mr. Secretary, in July the inspector general’s office
found that numerous Department of Transportation agencies were
improperly closing out contracts. It has led to delays in ending
projects, inefficient reporting, improper cost validation, and a lack
of overall transparency. Your Department concurred with the rec-
ommendations that the inspector general’s office provided to rem-
edy the misuse of taxpayer funds.

How have these proposed improvements been implemented? And
how can you assure the subcommittee that improper contracts
closeouts will not continue to be a problem in the future?

Secretary FOXX. Well, we take our audits very seriously. We take
our closeout process very seriously. As we compare with other
agencies, I would stack DOT up with anybody in terms of the de-
gree to which we handle our business as cleanly and as trans-
parently and as accountably as you would want.

I would like to have our staff write back a fuller response. But
you have it from me that any irregularities you might have seen
are really on the margins, and anything that we find that we are
not doing so well, we focus in on it and we fix it. And I think you
will find that in our response that we have taken corrective action.

Mr. JOYCE. Very well. I will take you at your word that those im-
provements are being made.

Secretary FOXX. I will get you a fuller response from our team.
[The information follows:]
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Mr. JOYCE. Thank you very much.
No further questions, Mr. Chairman.
Mr. DIAZ-BALART. Thank you, sir.
Mr. Cuellar, you are recognized, sir.
Mr. CUELLAR. Thank you, Mr. Chairman, Ranking Member.
Mr. Secretary, thank you. I know this is your, like somebody

mentioned, your last time, and thank you for serving honorably.
Thank you so much.

Secretary FOXX. Thank you.
Mr. CUELLAR. I want to talk about the highway bill that we just

passed. The issue that we have been emphasizing has been the
freight corridors, Laredo, as you know. And, hopefully, before the
year is over we can have you there. We had Chairman Shuster
there a couple times. We had Chairman Mario Diaz-Balart also
there. John Culberson has been there also.

And as you know, Laredo, besides LA and New York, Laredo is
the third-largest port, largest inland port. Just to give you some
quick numbers, and I am trying to make a point why, Laredo han-
dles 66 percent of all the commercial trucks that pass between the
U.S. and Mexico. That is 3.8 million trucks a year. And if you put
the trucks, line them up, they will go around the world twice on
that. Seventy-nine thousand buses a year and about a little bit over
8,000 trains a year also.

The freight corridor was important to us because, as you know,
for a while it didn’t cover the freight corridor. And now that it is
been extended to cover 41,000, it will cover now the port of entry.

My question is, given these large numbers that I just gave you,
how do we ensure that a place, a freight corridor, I-35 between La-
redo and San Antonio, and then of course from there goes on to
Dallas and Oklahoma and all the way to Minnesota, how do we en-
sure that a place like this is not left behind? Because we are not
asking for any special favors, we are just saying look at the pure
numbers, look at the pure numbers that we have there. So I don’t
know when your notice of funding availability will come out on
those $850 million for those freight highways and the other ones.

We also added, under TIGER Grants, we also made port infra-
structure eligible also for this. So, again, when is your next notice
of funding availability for your eighth TIGER round, and course for
the freight corridors? Because we are just saying just look at the
pure numbers, nothing else.

Secretary FOXX. I think it is a great question. And let me, at the
risk of being the skunk at the picnic, let me offer to you a reality,
which is that there are a lot of projects I want to see happen in
this country. You have given us an example. The Brent Spence
Bridge crosses over from Ohio to Kentucky. We could wipe out the
discretionary program with one project and probably not even get
the entire funding put together for that project.

And so when we talk about spending in this area, it is just the
numbers are massive. We have got tunnels in the crossover into
New York that need to be fixed, and some would argue the price
tag for that whole project is north of $20 billion.

So we endeavor always to do the best job of striking the balance,
looking at those numbers and looking at the need. But, honestly,
we are really struggling to get the resources out in a magnitude
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that will make the kind of difference that you need in Laredo and
that needs to happen all across the country. And that is, frankly,
why the President’s budget reflects increased spending levels. It is
not because we just woke up one day and wanted to go spend more
money, it is because this country really needs the investment.

Mr. CUELLAR. So to kick the skunk out of the room, and I am
not talking about you, but just to kick the—and I understand, I
mean, there is never enough money, I understand. We are all ap-
propriators and we understand that there is never enough money.

But, I guess, do you know when those notice of funding availabil-
ities will come out or can you have your office contact the members
and let us know? Because I know that somehow that money is
going to be appropriated. And like I said, all we are looking at, if
somebody can match those numbers that I just gave you, I say go
ahead. And I am talking about freight, not about other things. Be
happy to challenge anybody on those numbers.

The folks, everybody talks about border—I have got a few sec-
onds—every talks about a border, they want to build a wall, they
what to send more men and women in green, border patrol, but no-
body talks about commerce, and to us trade is extremely important
to us.

But we appreciate your——
Secretary FOXX. Yes, sir. And the answer is days, not weeks on

the NOFA. It will come out very shortly.
Mr. CUELLAR. Thank you again for your service.
Secretary FOXX. Yes, sir.
Mr. DIAZ-BALART. Thank you, Mr. Cuellar.
Thank you, Mr. Secretary.
Mr. Culberson.
Mr. CULBERSON. Thank you, Mr. Chairman.
Mr. Cuellar is right, trade is so essential, and it is an essential

part, as Henry understands, of—one of the most important side
benefits, in addition to public safety, of border security is going to
be the ability for trucks and traffic and goods and people to travel
freely and legally back and forth with Mexico, our largest trading
partner. So I am with you on that. Mr. Cuellar is exactly right.

And, Mr. Secretary, we appreciate very much your service to the
country. And it is important to note, as you just mentioned, it is
an extraordinary thing that you just said, that your entire annual
discretionary budget for building bridges, roads, et cetera, for re-
building infrastructure, could be wiped out with one big project.

Another indication of how important it is that Congress focus the
attention of the country and the next President focus the attention
of the country on the urgency of solving the looming bankruptcy of
Social Security, Medicare, Medicaid.

These hugely important social safety net programs are sending
out far more money than they bring in and it is swallowing up the
entire Federal budget to the point today where we are, on the Ap-
propriations Committee, responsible for about 30 cents of every
Federal dollar.

That percentage will shrink very rapidly in the next decade to
about 20 cents on every dollar until we as a country get our arms
around and stop the hemorrhaging of money. Our hard-earned tax
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dollars are being absorbed and redistributed entirely by Medicare,
Medicaid, Social Security.

These immensely important social safety net programs have got
to be rescued from what will result in a cut in benefits in the years
to come. And once we do that, we will have the money for these
infrastructure projects. Once we do that, we will have the money
to balance the budget.

Because we are doing our part on this committee. The Appropria-
tions Committee has cut over $126 billion in annual spending since
2011. We have done our best to hold the line, we have got a budget
agreement this year and next year.

I mention that because it is so important. With that budget
agreement, Mr. Secretary, this committee I hope will be able to
produce 12 separate appropriations bills, bring them to the floor
separately, pass them in the Senate separately, and present them
to the President for signature separately.

I want to ask specifically about the EPA’s designation change in
the standards they made to the National Ambient Air Quality
Standards. On October 1 of last year, Mr. Secretary, the EPA final-
ized the provisions to the National Air Ambient Air Quality Stand-
ards. This is especially important to large metropolitan areas like
Houston, Texas, that I am proud to represent, the Dallas-Fort
Worth area.

Discovered that these changes in the Ambient Air Quality Stand-
ards, that EPA recommended changing those standards from 75
parts per billion of ozone to 70 parts per billion. This is going to
result in significant costs to metropolitan areas. Dallas-Fort Worth
has experienced over $55 million in delays in transportation
projects. Houston has experienced over $12 million in delays. And
we estimate dramatic costs to metropolitan areas for this very
small change from 75 parts per billion to 70 parts per billion. That
is a huge impact to nonattainment areas. It also puts our transpor-
tation dollars at risk.

I just wanted to ask, how much consultation did the EPA have
with you and your office when they made this change in the Ambi-
ent Air Quality Standard from 75 to 70 parts per billion?

Secretary FOXX. Yeah, you know, I believe there was probably
some conversation between folks at a staff level, but these decisions
EPA makes based on their assessment of the air quality and it
doesn’t necessarily follow that they consult with me about some of
these things.

Mr. CULBERSON. So you don’t recall exactly? There wasn’t much
consultation.

Secretary FOXX. I don’t recall. I would also say that as a mayor
I was actually subject to some of these requirements.

Mr. CULBERSON. Sure.
Secretary FOXX. And I know exactly what kind of consternation

it causes. That is part of the reason why the President’s clean
transportation plan makes sense, is because we are trying to offer
up ways for communities to invest in cleaner forms of transpor-
tation.

Mr. CULBERSON. Sure. But it is equally important, Mr. Chair-
man, the Secretary just confirmed there is very little consultation.
The EPA didn’t really sound like they didn’t consult much at all
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with the Department of Transportation when they came up with
these new standards. Because that, of course, has a huge impact
on transportation projects, a huge impact on metropolitan areas,
making them subject to losing transportation dollars.

I just think it is very unfortunate when EPA comes out with
these new rules they don’t consult with the agency that is going to
have to bear the brunt of this. Further yet example of why EPA
is so out of control.

We appreciate your testimony, Mr. Secretary.
Mr. DIAZ-BALART. Thank you, Mr. Culberson.
Mr. Ryan, you are recognized, sir.
Mr. RYAN. Thank you, Mr. Chairman. I was a little bit dis-

appointed Mr. Joyce didn’t get to call on me. I was kind of hoping
he would be empowered to do that.

Mr. DIAZ-BALART. Mr. Joyce, can you please take care of the——
Mr. RYAN. Recognize the gentleman.
Mr. JOYCE. We would love to recognize the distinguished gen-

tleman from Ohio, Congressman Ryan.
Mr. RYAN. Thank you.
No offense, Mr. Chairman, but that was a hell of a lot better

than you did.
Mr. DIAZ-BALART. It is all right. It is a long process, sir.
Mr. RYAN. Secretary Foxx, thank you so much for being here. I

want to hit a couple points that have been brought up today. And
I appreciate your frank statement a minute or 2 ago about—bad
metaphor—but there is no gas in the tank. I mean, we want to
fund these projects, there is no juice there. And I think that is a
huge problem.

The gentleman from Texas mentioned the entitlement issue.
That is where the money is. I mean, we are sitting here not invest-
ing in things that are critically important for economic develop-
ment, Community Development Block Grants.

I love what you are doing with the clean century transportation
plan for the megaregions. I represent a district between Cleveland
and Pittsburgh, and 7, 8 years ago we made it a tech belt, into a
megaregion. And it is two States. So it is hard to get the States
to function properly, to make these kind of investments.

So to see your vision here is very heartening because that is
what is happening on the ground. And I think your budget, your
ideas are reflecting the reality of what is happening on the ground.
And I want to thank you for that.

Because I think it is critical for us to develop—just in our region
you have Carnegie Mellon, you have Case Western Reserve, you
have Cleveland Clinic, you have University of Pittsburgh Medical
Center, you have a bunch of universities. That clearly is a natural
economic development region, and we need Federal policies to push
and initiate those.

And I say this sometimes at the full committee, it doesn’t nec-
essarily fit here, but it does. We talk about the entitlements. We
have half the country in the next 10 years, less than that probably,
is going to have either diabetes or prediabetes. Want to take about
Medicare, Medicaid spending sinking those budgets, tightening up
what we have here to invest in, and it all comes together.
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And I don’t think we necessarily need to cut these programs, but
we have got to get a heck of a lot more healthier if we are going
to be able to have the money we need to make the investments we
need to be competitive as a country. And to me it is kind of that
simple.

And in Ohio, and I know in a lot of areas, the roads are terrible,
State, local, Federal, I mean, they are just bad. They are rough,
they are beating up the cars. And if we are going to make the in-
vestment, now is the time. Gas, last week in Ohio, at one station—
I know this because I almost caused an accident pulling into the
gas station—it was $1.29 a gallon. If we are going to find the re-
sources to make the investments into the transportation system,
now is the time, Mr. Chairman, for us to make these investments
and make these changes.

So, anyway, I want to associate myself with Mr. Price’s remarks
along the lines of the FAA, and anything we can do from our end
to be supportive. And I appreciate you bringing it up, Mr. Chair-
man.

And lastly, I want to just ask about the TIGER Grant, clearly an-
other opportunity for us to make some investments in trans-
formational projects that can take communities to the next level.
We had one in Ohio, end of the day it $20 million. Now we are
dealing with 50 new businesses, almost 1,000 construction jobs,
and between 700 and 800 new permanent jobs, from one $20 mil-
lion investment. That is the kind of thing we are talking about.
That is the responsibility of government.

We are not here to have the argument: Does government work
or not work? We need to make it work. And, quite frankly, I am
impressed with what you have put forward here, because I think
these are the kind of things that are going to make it work.

So can you talk for a second about TIGER and how you see these
livable city initiatives all kind of fitting together in this budget?

Secretary FOXX. Yeah, thank you very much, and I appreciate
your comments.

Transportation is built from the ground up and not from the top
down. And I think our budget reflects the fact that we need to
make a shift in Federal mindset towards transportation and give
more regional and local support for the things that need to happen
at the local level to integrate the system and to make it stronger.

There is a running theme on Capitol Hill about the investments
in things like bicycle and pedestrian investments, for example,
which local communities are doing, the Federal Government does
not do so much. But to your point on health, that is a really impor-
tant investment if you live in a community, to have those facilities
to make use of. And people use them to get to work.

My time is out, but I think the bottom line is we need to push
more money and resources to the local level.

Mr. RYAN. Mr. Chairman, if I could just make one point to the
committee. The Secretary probably already knows this. But those
bicycle trails, we are trying to create quality of life in communities
in Youngstown, Ohio, Akron, Ohio, to bring investment back into
these older communities. And that means bike trails, that means
river walks, that means these Community Development Block
Grants. Because you can’t develop the local economy and keep
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young people and drive them back into a downtown without some
of these critical programs, and that is the seed money that we need
early on.

So I appreciate it, Mr. Secretary.
Mr. Chairman, thank you for indulging me for an additional 43

seconds.
Mr. DIAZ-BALART. First you say bad things about me and then

you take more time. All right, that is all right. It is okay.
Mr. RYAN. Mr. Joyce would have given me a minute and a half,

but that is okay.
Mr. DIAZ-BALART. Mr. Yoder.
Mr. YODER. Thank you, Mr. Chairman.
Mr. Secretary, welcome to the committee.
First, just a quick highlight on the Short Line Rail Safety Insti-

tute. Appreciate your work on that. That has been a joint effort be-
tween Congress and your Department to advance that. I didn’t
know if you had any updates for the committee on our work on
short line. This is sort of a newer venture to make sure the short
line guys have some of the same safety opportunities that the larg-
er rails do. They carry a large amount of the freight and have be-
come a very significant part of transportation in this country. I
guess I just wanted to highlight it, and if you have any response
to that.

Secretary FOXX. One thing I do want to commend Congress on
is helping us create more flexibility in the use of RRIF funds so
that short lines can better access them, and we are working to im-
plement those flexibilities. But we are always looking forward to
working with industries like the short line rail companies, as well
as with Congress, to get things in a safer footing.

Mr. YODER. Appreciate your focus on safety and your leadership
there.

I want to turn your attention to some of the new provisions that
are coming forward on oral fluid testing. Last May, the Department
of Health and Human Services issued a proposed rule to revise the
mandatory guidelines for workplace drug testing. The proposed
rule would allow Federal executive branch agencies to include oral
fluid testing as part of their drug testing programs.

The DOT, as you know, is required to follow these guidelines in
developing drug testing programs for regulated industries, includ-
ing the trucking, airline, railway industries, among others. I under-
stand DOT is in discussions with HHS and the proposed manda-
tory guidelines for oral fluid drug testing may be at a standstill at
this point.

I guess, can you tell us what the status is of those ongoing dis-
cussions with HHS? And when do you expect that these proposed
guidelines would be made final?

Secretary FOXX. Frankly, I am not as familiar with that issue.
Let me get back to you. Let me do some research and I will reach
back out to you following the hearing, if that is okay.

Mr. YODER. Yeah, I would appreciate that. Thank you.
[The information follows:]
The DOT is currently awaiting the introduction of oral fluids testing and any

other methodologies that HHS determines are scientifically valid and forensically
defensible methods of identifying drug use. Consequently, the DOT and HHS have
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been in discussions since before the 2015 HHS proposed rule to add oral fluids test-
ing to its Mandatory Guidelines. The HHS proposed using oral fluids testing in
which individuals may test positive for marijuana exposure, as well as use. How-
ever, the DOT’s enabling statute, the Omnibus Transportation Employees Testing
Act of 1991 (Omnibus Act), only authorizes DOT to test for use. It does not author-
ize testing for exposure. Further, the Omnibus Act requires DOT testing methods
to follow the Mandatory Guidelines. If HHS adopts the final rule as proposed, the
DOT will be unable to allow the use of oral fluids testing as described in the Manda-
tory Guidelines for the transportation industries.

While we support oral fluids testing, the DOT and HHS are still in discussions
to remove the marijuana exposure testing from the draft final rule, so that the DOT
would be able to proceed with its own rulemaking to allow transportation employers
to utilize oral fluids testing in addition to or in lieu of urine specimen testing.

Mr. YODER. Next, I would like to turn your attention back to the
budget proposal, specifically related to the gas tax increase pro-
posed by the administration. You know, I harken back to the com-
ments the President made a few years ago when he said, quote: ‘‘In
an economy that relies so heavily on oil, rising prices at the pump
affect everybody. Businesses see rising prices at the pump hurting
their bottom line. Families feel the pinch when they fill up their
tanks. And for Americans that are already struggling to get by a
hike in gas prices really makes their lives much harder. It hurts.
If you are somebody that works in a relatively low-wage job and
you have got to commute to work, it takes up a big chunk of your
income. You may not be able to buy as many groceries, you may
have to cut back on medicines in order to fill up the gas tank. So
this is something everybody is affected by.’’

Then he later said: ‘‘Every time the price of a barrel of oil on the
world market rises by $10, a gallon of gas goes up by about 25
cents.’’

Now, a few years down the road the President, and effectively
your Department, is proposing a 30 percent tax on each U.S. barrel
of oil, since oil is hovering around 30 percent. We know a lot of the
small independent oil folks are going under, going bankrupt, and
I have had people tell me in Kansas that to them this is almost
just an intentional kicking them when they are down to throw a
$10 tax on this economy when it is already in a troubling spot.

So not only from the independent oil producer side, but from the
working families in my district, and my colleagues on both sides of
the aisle, their district, our constituents are not clamoring for a 25-
cent gas tax increase.

And I guess why do we feel like this is the time to make it hard-
er on families to buy medicine, to buy groceries? Is it because the
gas prices are lower and they won’t notice it? Why is the Presi-
dent’s logic of just a few years ago regarding how bad and sort of
aggressive that tax increase would be, why has that changed, in
your perspective?

Secretary FOXX. Well, I think the President recognizes that these
same families that you and I and he are concerned with are paying
an invisible tax today, the tax of a car running over a pothole and
the axle breaking, and now they have got to go pay for a huge re-
pair, or new tires, or what have you. And these costs are being vis-
ited on by every American family.

So the idea is, is that if we make an investment in creating bet-
ter conditions on our roadways and creating more options for peo-
ple to travel that are perhaps lower cost, that we can actually
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lower the overall impact on people’s lives and create more mobility
in the process.

Mr. YODER. But that is not really a new concern. I mean, that
has been a concern this administration has had for many years,
this committee has had, and we are all working. I mean, that is
your top priority each day, is to make sure we have smooth surface
transportation. It just seems to be, given the status of the oil mar-
kets and where many of these companies are, it comes at a really
time. And people tell you, they are saying: This feels like they are
kicking us while we are down. In addition, it is still pretty hard
on a lot of working families.

So I guess I just don’t understand why this moment, in the Presi-
dent’s final budget submission, something so striking as this tax to
come forward. And I guess I would be remiss if I didn’t express
those concerns to you, sir, while you are before the committee.

Secretary FOXX. If I might just answer very quickly. I think it
reflects the fact that to pay for the system we need, we have a lot
of bad choices. And I don’t think anybody would say that the oil
fee that we have proposed is something everybody is running to do,
but if we don’t do something and don’t have a conversation about
that now, 5 years from now when the FAST Act expires we will be
exactly where we have been over the last 8 or 9 years, which is
fumbling around trying to figure out how to pay for the system we
know we need.

Mr. YODER. I appreciate your testimony, Mr. Secretary.
Mr. DIAZ-BALART. Full circle to the gentleman from Florida, Mr.

Jolly.
Mr. JOLLY. Thank you, Mr. Chairman.
Mr. Secretary, why do TIGER Grant awards go to a dispropor-

tionately larger number of Democratic districts than Republican
districts?

Secretary FOXX. You know, I disagree with that premise. You
know, I have heard the criticism from time to time. And, for exam-
ple, the last round of TIGER we had almost 40 percent of those dol-
lars go into rural areas, many of which are not Democratic areas.

And I don’t exactly know how people slice and dice the argu-
ments about Democratic versus Republican, because, although I
don’t know, my guess is we are pretty equal in terms of governors,
pretty equal in terms of U.S. Senators.

I think there are a lot of ways you could slice and dice that, but
we really try to look at the projects on their own terms and not to
play political favorites with them.

Mr. JOLLY. So, obviously, I am going to disagree with you on this,
and it is a serious matter of oversight for this committee. So in a
study of 3 or 4 fiscal years, 63 percent went to Democrat districts,
37 percent went to Republican districts. That is at a time when
there were 50 more Republican districts in the country than there
were Democratic districts.

Now, on its face I might accept your argument, except for the
GAO study that also reported to Congress that 43 projects ap-
proved by the Department were advanced with lower technical rat-
ings than 22 more highly rated projects, and that was done without
proper documentation by the Department.
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In response to that GAO report, are you aware of changes that
have been made or additional requirements you have put in place
for your Department?

Secretary FOXX. Well, I think that study was done—the GAO
study you are talking about was done 2 or 3 years ago.

Mr. JOLLY. Right, it 20 months ago, it was May of 2014. And my
question is what have you done in response to those concerns.

Secretary FOXX. I would be happy to answer the question. We
have actually made changes, and some of those changes have made
it difficult for us to be as geographically diverse as we would like
to be. For example, one of the changes is putting in the NOFA the
last time that the cost-benefit analysis that we do would be out-
come determinative. And because of the cost-benefit analysis, a
State like Florida didn’t get a TIGER Grant because we didn’t have
a cost-beneficial project down out of Florida.

So we are playing it by the book. And I think even if you talk
to GAO today, the reforms we have made in the TIGER program
are ones that they, themselves, believe made a difference.

Mr. JOLLY. Have you had more incidents of accepting applica-
tions after the published deadline? That was another concern.

Secretary FOXX. No, actually, to our great pain, we had a situa-
tion a couple years ago where the deadline was 5 p.m., and we had
some West Coast cities that submitted on 5 o’clock on the West
Coast, which is 8 o’clock on the East Coast, and we had to turn
some of them down.

Mr. JOLLY. Another finding was that technical ratings of lower-
rated projects ultimately selected for funding were later changed to
higher technical ratings without documentation. Is that something
you have also taken actions?

Secretary FOXX. There is a very technical review the staff does,
and then there is a control and calibration team that assures that
there is actually evenhandedness across those projects, because
sometimes you get a group that grades tougher than the next
group. So we have a process around that. I make no apologies for
that process because it allows us to keep the system fair. And so
we stand by our work on that.

Mr. JOLLY. And that is what we struggle with because, look, I
am a believer in the TIGER Grant program, but I do have concerns
as to how it is awarded. And, frankly, I will be very honest with
you, district interests that come to me with TIGER Grant applica-
tions this year, I am suggesting they find a Democratic Member of
Congress to endorse them, because I think it works against us as
a Republican. Last year Charlotte, the city of which you were
mayor, received $25 million in the TIGER Grant. I presume you
are aware that that was the largest single State award to any ap-
plicant.

Secretary FOXX. Actually, there were two.
Mr. JOLLY. Well, the other $25 million went to an eight-State

conglomeration project. So for a single State project, Charlotte re-
ceived $25 million.

Secretary FOXX. It was a strong application. And it was actu-
ally——

Mr. JOLLY. Were you personally involved?
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Secretary FOXX. It was actually the first application from Char-
lotte, despite submissions that had been made in the past, that
they have gotten under my tenure.

Mr. JOLLY. Were you personally involved in——
Secretary FOXX. I am personally involved in all of the decisions

that come before us in TIGER, and including the submission that
was given to those eight States, including Kansas, for a very
groundbreaking program that will help truckers find safe places to
park.

Mr. JOLLY. Right. And what was the content of the Charlotte ap-
plication that received $25 million?

Secretary FOXX. It was a station, a train station, very consistent
with investments we have made in other parts of the country.

Mr. JOLLY. Okay. Thank you.
Mr. Chairman, I yield back.
Mr. DIAZ-BALART. Thank you.
I want to thank each and every one of you for sticking pretty

much to our time limit, and, Mr. Secretary, for also being concise.
We will go on to the second round. I think we should be able to

get through that. I don’t know if my voice will get through it, but
that is a separate issue.

Mr. Secretary, the purpose of the American Recovery and Rein-
vestment Act, the stimulus bill, was to stimulate the economy by
finding what were deemed as shovel-ready projects at the time. The
California high-speed rail project received $2.55 billion.

I am not sure if this project was actually accurately classified as
shovel ready, because not a lot of shovels have been moving since
then. But those funds, though ARRA funds, those stimulus funds
must be outlayed, must leave the Treasury by October 1, 2017, or
they expire. And, again, it seems California has not spent a lot of
this money yet.

How much of that $2.55 billion has the California high-speed rail
project actually outlayed?

Secretary FOXX. Well, first of all, let me say that we are working
with all of the ARRA projects to ensure that they meet their obliga-
tion, including the California high-speed rail project. I am search-
ing here to see the direct answer to your question, which is not
here. So I will have to get back to you.

[The information follows:]
As of February 23, 2016, the Federal Railroad Administration (FRA) has outlayed

$947 million against the Project’s $2.553 billion ARRA grant. In addition, the State
of California has contributed $371 million in Proposition 1A and Cap and Trade
funds for the California High-Speed Rail Project.

But let me say this. We have been working directly with Cali-
fornia on ensuring that they get their spend down accomplished by
the September 30, 2017, deadline, and we maintain our confidence
that that will happen.

Mr. DIAZ-BALART. Mr. Secretary, staff now is just telling me that
less than $150 million has been actually outlayed. So that is a sig-
nificant portion of the funds that remain unspent despite a tapered
match construct. So we are actually now down to the wire. I am
not sure how California, again, they have spent less than $950 mil-
lion over all these years, less than $950 million. And, you know,
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I am not quite sure how are they going to be able to do it in the
time that they have.

But what happens if they expire? What will DOT do if, in fact,
the money is not spent by the deadline? And how are we going to
make sure that, by the way, it is just not thrown out the door just
to get it out without making sure that it is well done?

Secretary FOXX. No, we wouldn’t want the money to be just
thrown out, and I believe the statute says that the money has to
be returned back to the Treasury if it is not spent. But in these
large projects oftentimes what happens is the planning efforts take
substantial time and the spend down can actually occur at a much
faster clip as project obligations begin to come online. And my
sense is that is what is going to happen in the California project.

Mr. DIAZ-BALART. California’s draft financing plan says that the
project will pursue additional Federal funding, and it notes that
other projects received greater than 50 percent Federal funds and
indicates that voters in California expect a one-third Federal
match. Now, this is a single project, in a single State. So what do
we say to other rail projects that are waiting for funding—I mean,
if that is the case, what do we say to other rail projects that are
waiting for funding?

Secretary FOXX. I am sorry, can you repeat the question?
Mr. DIAZ-BALART. In other words, they are supposed to receive,

I guess, what, 50 percent from the Federal Government in future
years?

Here is my question: Where is the money? In other words, I don’t
see any way that, at least the Federal portion of it, that that
money is going to be there. So just, again, where is that?

Secretary FOXX. Well, look, I think to their credit, California has
invested heavily in State resources to support the overall high-
speed rail program. Our focus right now is in making sure this first
phase gets done and gets done in a fashion that we can all be
proud of and, frankly, the obligations are met by the deadline. As
the future goes forward, there are a lot of options, but we want
California to stay focused on getting this first phase done.

Mr. DIAZ-BALART. And I have a number of other questions, but,
again, leading by example on time, Mr. Price.

Mr. PRICE. Well, Mr. Secretary, I am happy to give you a chance
to talk about a Recovery Act project that not only was shovel ready,
but has had a huge economic impact, a success story. And I would
like for you to talk about any of those you would like to talk about,
because your budget does have $3.7 billion in mandatory spending
for renewed investment in rail service.

Secretary FOXX. Yes.
Mr. PRICE. And that includes $1.5 billion to develop high-per-

formance passenger rail networks.
Now, it is possible to say renewed because of these Recovery Act

investments. Congress provided significant funding for high-speed
intercity passenger rail service in the Recovery Act and, for that
matter, in the fiscal year 2010 T–HUD bill. However, Congress
since 2010 has not provided specific targeted funding for high-
speed rail.

So can you talk about those high-speed rail investments? I know
about one in North Carolina that I regard as highly successful. I
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am sure there are others. I wonder if you could just give us some
examples and maybe augment that for the record if you wish, be-
cause we need to know where things might stand had Congress not
abandoned its commitment to sustain investments in high-speed
rail, and we need to know where we might go if the rail funding
requested in your budget request were to be granted.

Secretary FOXX. So, look, the high-speed rail investments that
were made in the area between Charlotte and Raleigh—which, by
the way, I didn’t have any role in—those investments were signifi-
cant, half a billion to do things like create track separation, grade
separations, speeding up the travel time between those two des-
tinations.

And I think the early evidence is, is that as those systems come
online it is making a big difference. People are using it more and
the frequencies are increasing and it is becoming more usable for
people. And adding on top of that the investments that have been
made with the stations along the way, including Union Station in
Raleigh.

You are seeing the South start to come back alive with rail serv-
ice in a way that it hadn’t had in quite some time. So we are very
proud of that. And we look in places like the Midwest, in the Illi-
nois area, around Michigan, those investments are paying off in
significant ways. And so we are very proud of those investments
and we look forward to seeing them continue to bear fruit.

Mr. PRICE. I think it would be helpful for the record if you could
provide a brief report of some number of those, and they don’t all
have to be raging successes. I mean, some that are perhaps not
spending out at the desired level and having the degree of success
that we certainly know about in Raleigh-Durham to Charlotte. But
some accounting of that, I think, would be helpful as a kind of
benchmark for what we have achieved and where we might go if
at some point we can renew this funding.

Secretary FOXX. I would be happy to do so.
[The information follows:]
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Mr. PRICE. Your budget also includes an important proposal to
stand up a Southeast Corridor rail commission, similar to the
Northeast commission, which would allow for better coordination of
rail investment. And here we are talking, of course, not just about
Federal investment, but coordinating local, State, and other invest-
ment, other key stakeholders’ involvement.

So I wonder if you could elaborate on this? What would you say
about your Department’s efforts to support rail development in the
Southeast? What would be the importance of this new commission
in building on these efforts?

Secretary FOXX. I think it is very important because most regions
that have good intercity passenger rail have a compact system.
They have multiple States that have joined together and planned
together, invested together in improving intercity passenger rail.
That is true in the Midwest, it is true in the Northeast Corridor,
and it should be true in the South.

Historically, North Carolina and Virginia have been part of a
compact, but it has not included States like South Carolina, Geor-
gia, Alabama, Florida. And we happen to think that if we could en-
courage those States to come together and be part of a compact and
really be a voice for intercity passenger rail in that region that we
will see over the next decades a lot more access and a lot more
progress towards getting intercity passenger rail.

I think over the longer term I would like to see the Northeast
Corridor and the Southeast Corridor become an East Coast corridor
so that we can really string together a strong intercity passenger
system.

Mr. PRICE. Sounds very good to me.
Thank you, Mr. Chairman.
Mr. DIAZ-BALART. Thank you, Mr. Price.
Mr. Cuellar.
Mr. CUELLAR. As one of those Democrats that did not get one of

those TIGER Grants, but my memory might fail me, Mr. Chair-
man.

Mr. DIAZ-BALART. It doesn’t.
Mr. CUELLAR. One of the best members is the chairman that we

have here.
But let me ask you about the rail. Your folks are been fantastic.

If you remember, Mr. Secretary, back about 2 years ago we brought
in some of the Mexican officials to meet with you about, I guess,
the first passenger train crossing. They were looking at setting it
up, and you sat with us. And we want to thank you for your time.

Working with the Texas Department of Transportation, we added
some language, report language, asking you or your FRA to help
work with the Mexicans so we can align the crossings. And I would
just ask—and your folks at FRA have been fantastic, and I just
want to say, you know, I want to thank them—just encourage you,
because we want to have not walls, but we want to have bridges,
and whether there are trucks or we are having trains.

And I would ask you to just—you know, this passenger train, if
we can just have your folks, just encourage them to move faster on
that. They have been doing good. Number one.

Number two, we also had added some language where the com-
mittee directed GAO to do a study about train crossings. The trains



42

that we have, for example, in the southern part of the United
States and northern part, when they come over across an inter-
national bridge, then they get stuck in the middle of town and they
hold people going to school, to work, et cetera, et cetera. And there
was a GAO report, and you all responded, and I want to thank you
for that response and just ask you again to have your folks look
at that.

Because, again, for us on the border, we want to balance security
with the legitimate trade and tourism and retail. So trucks are not
only important to us, but the rail crossings. So one is cargo holding
up, and then the other one is getting the Mexicans to work with
us in aligning the passenger part of it.

So your folks have been doing a great job, I just want to bring
that to your attention and just ask you, I look forward to working
with you and your folks on those two issues.

Secretary FOXX. Thank you. Will do.
Mr. CUELLAR. Thank you, sir.
Mr. DIAZ-BALART. Thank you.
Mr. Secretary, I want to hit you briefly on a couple of other little

issues—not small issues. But your budget makes claims for better
planning at the State and regional levels, establishment of
multimodal programs that cut across traditional silos, et cetera,
and better regional strategies. But they are only achieved in this
budget, in your proposal, by, in essence, this totally unrealistic
mandatory spending shift.

So here is my question: Can you achieve those goals without new
taxes and spending within the framework of what we are going to
have to work with, which is the FAST Act and the bipartisan budg-
et agreement?

Secretary FOXX. I think you can make some progress, but it
would require statutory changes to do, because currently, for our
surface programs in particular, much of that program runs through
our States. And it is very difficult to imagine a way the Depart-
ment can, within our existing authorities, direct more of those re-
sources to the MPO level, for example, or to local governments. But
if Congress were willing to take a look at that, I think that that
is one way it could be done within the resources.

Mr. DIAZ-BALART. And do you foresee then language coming for-
ward to, in essence, do that?

Secretary FOXX. The GROW AMERICA Act actually contains
some language that would do that. And so we have had that out
there for a couple of years. And I would be happy to engage with
you in any ideas you have or we can work together on it.

Mr. DIAZ-BALART. Great. And let me just now, switching gears,
I think there have been a lot of questions on the whole FAA re-
form. So I am not going to touch on that. But many argue that the
FAA needs dramatic reform to better serve the public and to mod-
ernize airspace.

So based on your experience and your time there now, can you
potentially identify some possible reforms to make it a more pro-
ductive organization? Are there acquisition reforms that could be
put in place so that FAA could move more quickly to modernize the
national airspace? That is one of the criticisms, obviously, that we
always hear.
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So do you have any ideas as to, other than what the authorizers
have proposed, what are some other ideas that you think might be
helpful to modernize and reform the FAA?

Secretary FOXX. Yeah. Look, I think I am very fortunate because
I have a very strong FAA Administrator, who is one of our bright-
est people and a strong leader. But from an institutional stand-
point, I would say that one of the most significant challenges is
that with FRA or FTA or NHTSA or any of our other agencies, the
procurement and the human resource functions are ones that are
still ones that the Secretary, whoever he or she happens to be, has
visibility in and the ability to impact.

In 1995, Congress essentially handed to FAA the controls on
those issues. And when it gets to something as big and complex as
NextGen, there is not the level of redundant oversight for some-
thing like that that you would have for another agency. And so I
think looking at those issues would be a good place to start.

Mr. DIAZ-BALART. Mr. Price, do you have any further questions?
Mr. PRICE. Yes. Thank you, Mr. Chairman. As we wrap up, I

have a couple of things briefly I would like to reflect on. I want to
give the Secretary a chance to reflect broadly himself, so I will
close with that.

But I first want to say with respect to the multiple references we
have seen today, heard today, to our own fiscal situation, we are
in a tight spot, there is no question. And this budget submission
certainly demonstrates that. It is, I think, a good solid submission.
Its full implementation would require additional resources beyond
the 2-year agreement we are working with.

I don’t think any of us ever thought the 2-year agreement was
lavish or even adequate, but it beats sequestration; therefore, we
are going to hope that we can keep it in place and write bills that
can pass and go forward under the regular order. That is much to
be desired, but no one should mistake that process for an adequate
process.

And certainly, the overall spending picture that so many have re-
ferred to, particularly the growth of mandatory spending, that is
certainly a major reality we are dealing with.

I think the overall tax system is as well. You know, the FAST
bill, even though we are very happy to see the achievement of an
authorization, it has no permanent funding source. So it is patched
together, and in that sense, is limited and doesn’t offer sure guid-
ance for the future.

So if not, the gas tax, when gas prices are as low as they are
now, then what? I think the attitude of a lot of us has been that—
we are very flexible on this, but we know very well—it is fairly re-
cent history, after all. We know very well when this actually was
successfully dealt with. It was dealt with in the 1990s with a major
bipartisan budget deal and one with Democratic heavy lifting
alone.

These were comprehensive deals. Something for everybody to
hate, in other words. But they did deal with entitlement spending,
they dealt with taxes, and they dealt with appropriated spending.
And the result was 4 years of balanced budgets, 400 billion of the
national debt paid off, and room for the kind of investments we
have been talking about here today.
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I mean, what is so hard to learn about that lesson? But we are
not going to get there with just one-off proposals about any one as-
pect of this. It has got to be comprehensive, and we got to find the
political will, and once again, the reduced political friction. Because
these were not easy to do, but they are virtually impossible to do
now, those kinds of deals, and they are called a grand bargain.

Well, we are going to have to have a grand bargain. I fervently
hope for such an approach to be brought forth early in the new ad-
ministration, whatever that new administration looks like.

So I have taken most of the time, Mr. Secretary, but I do want
to give you the last word here. You as mayor, we have referred to
this. You had a great legacy as mayor in terms of transportation,
a light rail system that is a model, the expansion of the inter-
national airport. What are you proudest of, what would you point
to as the greatest achievements, biggest accomplishments of your
time as Secretary?

And then, of course, the converse of that, what are your biggest
frustrations? What is the unfinished business that you want to
make certain that we know we have got to deal with?

Mr. DIAZ-BALART. He can leave names out of this, right? He
doesn’t have to mention people specific that he doesn’t like.

Secretary FOXX. Well, first of all, thank you for the opportunity
to answer the question. With 10 more months to go, I hope I don’t
get too retrospective, because we have got a lot of work still to do.
But I would say that we have been working to build the right
framework for the country going forward.

When the interstate system was developed in the 1950s, it was
developed really to connect the country, and it has done a mar-
velous job of doing that. But we have different challenges today.
We have challenges of making all of these different modes of trans-
portation more well integrated. We have demographic pressures I
talked about at the beginning. And everything that I have done as
Secretary has been designed to help us build for the future, wheth-
er it is the technological focus, or whether it is arguing for struc-
tural changes in both how we fund transportation and how those
funds are distributed.

And whether it is the enhancements and safety that we have
tried to adjust to, for example, with oil, crude by rail, and the rec-
ognition that we are going to become a higher producer of energy
going forward, creating the environment where we can do that
safely.

These are things that I am very proud of, and I would say that
I have tried to be a builder, a builder of bridges, literally and meta-
phorically.

Mr. PRICE. Thank you. I commend you for that statement and for
your work as Secretary. And we aren’t quite closing the curtains
yet, obviously. We look forward to these next months when we can
work productively together.

Thank you, Mr. Chairman.
Mr. DIAZ-BALART. Thank you, Mr. Price.
And Mr. Secretary, I look forward to working with you as well.

You have got almost a year left. And as you know, this committee
will roll up its sleeves, we will put together the best bill we can
with whatever allocation we get.
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And I am hoping, and I know that I can count on you doing the
same thing and work in a cooperative fashion, and you know, there
is a moment for rhetoric, but that is over now. We are going to
have to now again deal with the numbers that we have to deal
with and get that done, and I look forward to working with you,
sir.

And obviously, I particularly look forward to working with each
and every member of this committee as we did last year.

With that, I want to thank the Secretary, and I again apologize.
I have been getting sicker and sicker as I have been here. I hope
it is not a personal thing. Don’t take it personally. It is not a ref-
erence to any of you, but this cold is coming on.

Let me thank the Secretary and the staff, the DOT staff, for your
answers and your participation. The committee staff will be in con-
tact with your budget office, Mr. Secretary, regarding questions for
the record.

And I know we have a number of questions to submit, and I
would imagine that other members are going to be doing the
same—or will be doing the same thing. So if you would please work
with OMB to return the information for the record, to the sub-
committee within 30 days from Friday. We will then be able to
publish the transcripts of today’s hearings and make informed deci-
sions when crafting the fiscal year 2017 bill.

Next Tuesday, we will see the HUD Secretary, and next Wednes-
day we will see the Administrators of the Federal Aviation Admin-
istration and the Federal Railroad Administration. So Mr. Price,
any final comments?

Mr. PRICE. Thank you. No.
Mr. DIAZ-BALART. Mr. Secretary, thank you again. Once again, I

look forward to working with you, and I thank the members of this
subcommittee. This committee is now adjourned.
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TUESDAY, MARCH 1, 2016.

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

WITNESS

HON. JULIAN CASTRO, SECRETARY, DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT

Mr. DIAZ-BALART. The subcommittee will come to order.
By the way, before we get started, I want to take the time to rec-

ognize our minority clerk, Kate Hallahan. Today is Kate’s last
hearing. I am not sure if they are applauding—Kate I am not sure
if they are applauding because you are leaving. I am not sure what
this is. But she has now, again, after 29 years of Federal service,
I will tell you personally I have thoroughly enjoyed working with
Kate. She is credibly knowledgeable on transportation issues. Her
dedication to this committee and to the members of this committee
has been unwavering. Again, I consider her a friend. And, Kate,
you will be deeply, deeply missed. Now we should be able to ap-
plaud I think, right?

And I do also want to congratulate Joe Carlile. He will be taking
over as minority staff director. We all obviously know him. He has
been a valued member of this THUD team, again, with deep under-
standing of this bill. And so, Joe, congratulations. All of us look for-
ward to continue working with you. And you know you have got big
shoes to fill but we know you are ready. With that, Kate, love you,
miss you, already, miss you already.

Chairman ROGERS. Will the gentleman yield?
Mr. DIAZ-BALART. Yes, sir.
Mr. ROGERS. She has been a stalwart worker in this cause for a

good while. And we are going to miss her. In the next chapter of
your life, Kate, good luck. God speed to you.

Mr. DIAZ-BALART. Absolutely. Thank you. You know, why don’t
we do something very briefly. Ranking Member, why don’t I yield
to the ranking member and then to Mrs. Lowey very briefly.

Mr. PRICE. I’ll have something in my statement. But I will hap-
pily yield to Mrs. Lowey.

Mrs. LOWEY. Well, I had something in my statement. But I think
it is so important, I would rather begin at this point because I have
known Kate Hallahan for a very long time. In fact, my middle
daughter was deputy at the Department of Transportation years
ago. And she told me all about Kate. Twenty-nine years, 29 years
of government service. She is dynamic. She is hard working. She
is dedicated. And she has spent an incredible portion of that career
dedicating herself to this subcommittee.

I always say Kate, you are the answer woman. You ask her a
question, she knows the answer. And if she doesn’t, boy, she gets
it for you quickly. How fortunate we have all been to have the
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counsel of Kate. And, Kate, I just wish you good luck. And I know
we will all stay in touch. We will all miss you. And I know you will
continue to succeed in whatever you decide to do, even if it is just
enjoying the day in the sunshine.

So thank you so very much, Kate. We love you. We appreciate
you. And we support you in everything you want to do in your fu-
ture. Thank you.

Mr. DIAZ-BALART. Thank you, Mrs. Lowey. And, again, Mr. Sec-
retary, thank you for your indulgence and to each and every mem-
ber of the subcommittee because it is a special day, a bittersweet
day for all of us here in the subcommittee.

Today, we welcome Secretary Julian Castro, from the Depart-
ment of Housing and Urban Development, to discuss the fiscal year
2017 budget request. HUD is requesting a total of $49 billion in
new budgetary resources in fiscal year 2017, about 3.5 percent
above 2016. Now, this is not a dramatic increase. Unfortunately,
however, there are so many accounting gimmicks in the budget as
a whole, that it makes it difficult to, frankly, to take any of it very
seriously.

We don’t need to look further than, frankly, to other cabinet
agencies funded by this subcommittee to demonstrate that point.
As we saw in the previous hearing, the Department of Transpor-
tation’s budget uses gimmicks to cheat the bipartisan budget agree-
ment by nearly $10 billion. However, the Appropriations Com-
mittee must abide by the agreement. So the administration is only,
frankly, cheating itself out of the opportunity to communicate its
priorities.

The Appropriations Committee must pass bills within the discre-
tionary caps that we have all agreed to in last year’s budget deal.
And we cannot depend on accounting gimmicks to do so. So even
in the HUD request itself, we find evidence of the administration
gaming the system and breaking promises made just last year.

Like DOT, HUD proposes billions of dollars in extra spending by
classifying new programs as mandatory. Look, spending is spend-
ing, regardless of how it is categorized. Just because you call it
mandatory doesn’t mean that it won’t increase our national debt.
Even more frustrating, however, is the lack of specifics. Mr. Sec-
retary, your request makes a commitment of over $11 billion in
new programs for which you provide no details, no legislative lan-
guage, and really not much more than lofty talking points and
wishful thinking.

So don’t get me wrong, you know, I represent low income and
urban areas. And I totally support the spirit of HUD’s mission and
the desire to always try to do more. My mayors, and city councils,
and community leaders and constituents all rely on HUD pro-
grams. But that is why it is so important that HUD is real, gets
real about its resource challenges, to help us, to help this sub-
committee identify which programs must be made a priority in this
next year.

In addition to targeting the right priorities, it is so critical that
HUD be a good steward of its resources, as nearly all of what HUD
oversees helps the most vulnerable and deals with the most vulner-
able. Yet, I continue to receive reports that HUD has tremendous
difficulty with basic management. The number and the seriousness
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of negative inspector general reports is, frankly, astonishing. Poor
financial controls, possible Antideficiency Act violations, lack of
program oversight, major risks to IT systems, major gaps in cyber-
security, the list goes on and on and on.

Now you see, I want to work with the administration to make
HUD the high quality, high functioning organization that it must
be to oversee these important programs. If the Department re-
mains this dysfunctional, frankly, what hope is there that we can
tackle homelessness, that we can tackle economic stagnation, and
all other major challenges that are part of HUD’s mission?

I look forward to working with you, Mr. Secretary. And I think
we enjoy a great relationship and great communication. So I look
forward to working with you as we make the hard choices nec-
essary to meet our Nation’s housing and economic development
needs, all while being accountable to the taxpayer and respectful
of last year’s bipartisan budget agreement that, again, we are
bound by.

Now before we go to your opening statement, Mr. Secretary, I
would now like to recognize the ranking member of the sub-
committee, the gentleman from North Carolina, Mr. Price, for his
opening statement.

Mr. Price, you are recognized, sir.
Mr. PRICE. Thank you, Mr. Chairman. And I want to join you in

welcoming our Secretary of Housing and Urban Development, Ju-
lian Castro. I am glad to have you with the subcommittee.

Now, I also want to say a few words about our retiring Demo-
cratic clerk, Kate Hallahan. We really hate to see her go, as the
remarks of other members have indicated. You have heard about
her past 29 years in public service. I think of Kate as the model
of what public service is about.

She started on the Hill in the office of Representative Al Swift
of Washington State, worked at the Department of Transportation,
then at the Senate Appropriations Committee before she joined us
and settled down for a while in 2006. Kate simply has an expertise
in transportation policy that is unmatched. She also knows the Hill
very well and the appropriations process very well. And she knows
everybody.

Everybody knows and likes Kate, and admires her and respects
her, as that network of personal contacts which let her be very,
very effective and find out the answer to any question anybody
raises just very, very quickly and effectively. She is tireless. She is
determined. She is creative in finding a way to get the job done,
even against formidable odds as they often are formidable. She
does it all with terrific good humor and a cooperative, engaging
manner.

So I am really sorry to see Kate go. We all are. We wish her well.
She has earned this retirement. Still, we are going to miss her. So
congratulations and God speed.

Now, turning to the request before us, the fiscal year 2017 HUD
budget, the request provides $38 billion in resources, that is $628
million reduction from last year’s level. The lower number comes
from higher anticipated receipts, although I think that receipt
number is likely to change once CBO scores the request. As was
true with the Department of Transportation, the constraints of the
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budget agreement, which only partially corrects the distortions of
sequestration, mean that it is likely the bill we put forward will not
sufficiently address the known needs of housing in our commu-
nities.

An estimated three out of four eligible low-income households do
not receive Federal rental assistance because of funding limita-
tions. And it is well known that most public housing authorities
are overwhelmed with multi-year wait lists for access to subsidized
housing. So the resources available to this subcommittee make it
virtually certain that we can only address the most pressing needs,
rather than thinking boldly about the future of housing in this
country.

Underscoring this reality, more than three-quarters of this budg-
et request is dedicated simply towards maintaining current tenants
in housing. In this budget environment, simply keeping pace with
our existing obligations is a challenging task. We know we have a
maintenance backlog of over $25 billion, that is $25 billion, in our
Nation’s public housing stock. Unfortunately, in this era of fiscal
fundamentalism, providing the budget resources to eliminate this
backlog is impossible. Even the more manageable goal of simply
keeping up with the annual accrual needs, about $3 billion for the
public housing capital fund each year, that remains out of reach.

Our States are struggling to provide housing and opportunities
for people with disabilities. Yet, this budget would provide no addi-
tional resources to build new housing for this extremely vulnerable
segment of the population. Similarly, we have built no new section
202 rental housing for the elderly for years. This budget wouldn’t
change that. Even after the disaster in Flint, which exposed the
dangers of underinvestment in our infrastructure, and the per-
sistent threat of lead in many communities, this budget requests
flat-funding for lead hazard reduction activities, despite the clear
need for more resources. In fact, in fiscal year 2015, the Depart-
ment could only fund about half of the applicants seeking to re-
move the presence of lead from their local housing stocks.

I hope this request reflects a belief inside the administration that
Congress intends to deal with this issue, rather than a belief that
we do not need increased resources to address this health hazard.
Simply put, this budget request lays bear the difficulty of allocating
sufficient resources for our housing and community development
priorities, especially when the majority continues to insist on mis-
guided and arbitrary constraints on discretionary spending. Mean-
while, and this is the irony, meanwhile, mandatory spending and
tax expenditures, which are the primary drivers of our long-term
deficit, remain unaddressed.

Now, there are a few bright spots. And I will close with those.
Despite these concerns, the Choice Neighborhoods Initiative, for ex-
ample, a program that revitalizes and transforms communities by
modernizing aging public housing, that receives a modest increase.
The request also increases $88 million for new resources for home-
less families with children. And to confront the challenges of hous-
ing in Indian Country, the request includes targeted increases in
programs for Native Americans to improve living conditions and
provide economic opportunity.
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I am also pleased the budget request again proposes to update
the statutory formula for the Housing Opportunities for People
With AIDS Program, HOPWA, to ensure that our limited Federal
resources are allocated to jurisdictions with the most need. I am
hopeful HUD will continue to work closely with me and members
of the authorizing committee to ensure that an updated formula is
passed into law during this Congress.

So Mr. Secretary, I look forward to hearing your testimony today,
working with you on all of these important programs. Thank you,
Mr. Chairman.

Mr. DIAZ-BALART. Thank you very much, Mr. Price. Now it is al-
ways a privilege to be able to recognize the chairman of the full
committee, the gentleman from Kentucky, Chairman Rogers.

Chairman ROGERS. Thank you Mr. Chairman. And thank you for
the introduction. Mr. Secretary, welcome to the Kate show.

We are delighted to have you with us to talk about your budget
request which, as the chairman has said, is $48.9 billion in discre-
tionary funds, which is a $1.6 billion increase over current levels.
But, additionally, as has been said, you have requested $11 billion
in funding for new programs on the mandatory side of the ledger.
The amount alone is shocking, but the fact that the administration
is proposing new mandatory programs, with no specific information
or details as to where it goes, that is especially disturbing.

Unfortunately, this has been a troublesome and recurring theme
across the budget, and I have conveyed a similar message to your
departmental colleagues in the past 2 weeks.

In December, we came to a bipartisan agreement with the White
House on spending caps for the fiscal year—and we simply can’t af-
ford, and cannot and will not tolerate, efforts to circumvent those
caps by putting these funds on automatic pilot in the mandatory
column over which we have no control. Although it required many
difficult decisions, Congress followed the law and stayed within the
caps for the 2016 Omnibus Bill. I hope the message is clear that
this committee is committed to staying within those caps for fiscal
year 2017. If these programs are truly priorities for the administra-
tion, we will need to find a way to make it work within the agreed-
upon framework. And we look forward to working with you in that
regard.

In eastern Kentucky, in my district, we have been working on a
regional community development initiative known as Shaping Our
Appalachian Region, SOAR, to help my area, which has been hit
hard with a loss of over 10,000 mining jobs since the President took
office. One program that provides a true benefit to struggling re-
gions like mine is the Community Development Block Grant Pro-
gram, incredibly popular and effective, because it provides flexi-
bility to address unique community development needs from town
to town, county to county. These dollars are often leveraged over
many times to carry out projects that otherwise would never get off
the ground.

In my rural district, small communities have also utilized these
funds to help create jobs through the expansion and retention of
businesses. Because of the significant impact this program has in
my region and across the country, I was disappointed to see the
cuts proposed in the administration’s budget proposal.
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I would be remiss if I didn’t mention my concern over the Self-
help Homeownership Opportunity Program, SHOP. For the past
few years, the administration has recommended moving SHOP into
the HOME Partnership Program—and Congress has repeatedly
kept it as its own line item. This year, again, you proposed moving
it under HOME. This program allows low-income home buyers to
contribute significant amounts of their own sweat equity towards
the construction or rehab of their homes.

This allows many low-income families, the otherwise out-of-reach
opportunity, to own their own home and provide their children with
a safe and sanitary place to live, play, and grow. The huge impact
this program has across the country justifies it remaining an inde-
pendent program.

So, Mr. Secretary, we look forward to working through the budg-
et process with you the next few months. We want to be helpful.
We appreciate the service that you are giving your country. And we
look forward to working with you. I yield back.

Mr. DIAZ-BALART. Thank you, Mr. Chairman. I am also very priv-
ileged to recognize the ranking member of the full committee, Mrs.
Lowey.

Mrs. LOWEY. And thank you, Mr. Chairman. And I want to join
my colleagues in welcoming you, Secretary Castro. Thank you for
joining us today.

Mr. Secretary, HUD’s budget request does include some bright
spots, including $20.8 billion for tenant-based rental assistance, a
6.2 percent increase over fiscal year 2016, $200 million for the
Choice Neighborhoods Initiative, a $75 million or 60 percent in-
crease over fiscal year 2016, and $88 million for a new program
that would fund 10,000 new vouchers for homeless families with
children. These increases are essential for these programs to keep
pace with actual needs.

However, I was disappointed by not only a 1 percent decrease in
HUD’s overall budget, a $328 million decrease from fiscal year
2016, but also some significant cuts to programs that our constitu-
ents depend on, like a $200 million cut to the Community Develop-
ment Block Grant Program. The request also flat-funds the HOME
Program at $950 million, as well as the Lead Hazard Control and
Healthy Homes Programs at $110 million, with $83 million for
Lead Hazard Control grants and $25 million for the Healthy
Homes Program, respectively.

This funding, as you heard from my colleague and the ranking
member, is just not adequate or sufficient to meet our country’s ac-
tual housing needs. Lead Hazard Control has made huge strides in
eliminating household toxins that affect our communities, resulting
in lower lead poisoning rates and better educational and behavioral
outcomes for children. Work remains to remove lead from the
homes of millions of families. Now is not the time to flat-fund it.

Many communities throughout the country lack adequate, safe,
affordable housing for all income levels. The housing sector must
play a big role in strengthening and growing the middle class, em-
powering hardworking families, and providing economic oppor-
tunity for all Americans. I look forward to working with you, Sec-
retary Castro, and to listening to your testimony today. Thank you,
Mr. Chairman.
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Mr. DIAZ-BALART. Thank you very much, Mrs. Lowey.
Mr. Secretary, your full, written testimony will be included in the

record. And so with that, you are recognized for 5 minutes. Thank
you again for being here.

Secretary CASTRO. Thank you very much, Chairman Diaz-Balart.
To the Ranking Member Price, Chairman Rogers, Ranking Member
Lowey, and members of the subcommittee. Thank you for inviting
me to discuss HUD’s proposed budget for fiscal year 2017.

Our request honors the President’s commitment to provide more
Americans with the chance to secure quality and affordable hous-
ing, and to use housing as a platform that sparks greater oppor-
tunity in people’s lives. This proposal comes at a time of tremen-
dous momentum for the American economy.

The unemployment rate has been cut in half since 2009. Over the
past 71 months, businesses have added 14 million jobs, the longest
streak of private sector job growth in our Nation’s history. Now, we
must ensure that this progress reaches every corner of our Nation.
And expanding housing opportunity is a vital part of this mission.

Today, one-quarter of American renters spend more than half
their incomes on housing. And for every dollar that goes toward a
rent payment, one is taken from a family’s grocery budget, a child’s
education, or a couple’s retirement savings. That is why the Presi-
dent’s budget calls for increasing HUD’s funding to $48.9 billion,
$1.9 billion over the enacted level for fiscal year 2016.

Eighty-five percent of our budget would go solely toward renew-
ing rental assistance for nearly 5.5 million households. But we
have also taken strong steps to maximize our remaining resources,
investments that would support our Nation’s most underserved
communities and empower more hardworking Americans to lift
themselves into the middle class.

Six years ago, the President set forth a bold vision to end home-
lessness in America. And since then, we have made great strides.
The best example of this, a 36 percent decline in veteran homeless-
ness between 2010 and 2015. I want to thank the members of this
committee for funding HUD VASH over the years. And with your
support, we can fully achieve the President’s vision and help the
next generation to escape the cycle of homelessness. HUD’s Family
Option Study offers clear evidence that rapid rehousing and hous-
ing choice vouchers are the most effective solutions for families
with children experiencing homelessness. So we have asked for a
historic $11 billion investment in mandatory spending over the
next 10 years that would use these tools to assist approximately
550,000 families.

This budget also reinforces HUD’s commitment to empowering
more Americans through housing mobility. We have requested
$20.9 billion for our Housing Choice Voucher Program, an increase
of $1.2 billion from the enacted level for fiscal year 2016. This
would provide 2.2 million low-income families with the chance to
move into neighborhoods with better schools, safer streets, and
more jobs, and stay there for the long term.

But HUD’s mission also extends beyond housing mobility. Too
many communities remain segregated by race and by income. And
too many Americans see their futures limited by the zip code where
they were born. And HUD’s proposed budget reflects our duty to
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revitalize underserved communities. Our Rental Assistance Dem-
onstration Program has already leveraged nearly $2 billion for cru-
cial repairs in public housing and other HUD-assisted properties.
And we have asked Congress for $50 million dollars to make tar-
geted investments in 25,000 new units and to eliminate the re-
maining cap on the number of units eligible for RAD conversion.

We have also requested $2.8 billion for the Community Develop-
ment Block Grant Program which improves infrastructure, reha-
bilitates housing, and creates jobs for folks of modest means, and
$200 million for Choice Neighborhoods, which helps to transform
areas of concentrated poverty by creating quality mixed-income
housing, improving public safety, and sparking neighborhood small
business growth.

Finally, the President knows that many Native American com-
munities face substandard living conditions and significant barriers
to economic opportunity. So this budget requests $780 million to
improve housing and development on tribal lands, including $20
million for Native youth programs, like community centers, health
clinics, and Head Start facilities. The President’s budget reflects
his determination to promote inclusive opportunity for all Ameri-
cans.

And I look forward to working with this committee to build a fu-
ture where every American can live in a home that offers them
pride, progress, and hope. Thank you.

[The information follows:]
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Mr. DIAZ-BALART. Thank you very much, Mr. Secretary.
We will proceed in the standard 5-minute rounds, alternating

sides, recognizing members in order of seniority as they were seat-
ed at the beginning of the hearing.

And, as always, please be mindful of your time and allow Sec-
retary Castro the time to answer within that 5-minute period.

Mr. Secretary, as I alluded to, I mentioned in my opening state-
ment, the HUD Office of Inspector General had to express a dis-
claimer on HUD’s 2014 and 2015 financial statements. The IG
found billions of dollars improperly accounted for at CPD and tens
of billions in audit problems at Ginnie Mae.

Mr. Secretary, it is bad enough, it would be bad enough if it was
1 year. But it is, frankly, terrifying that a financial institution as
important as HUD can’t get a clean bill of health from its auditors
2 years in a row.

So if you could, sir, as simply as you can, can you just explain
what is going on with HUD’s financials?

Secretary CASTRO. Yes. Thank you very much for the question,
Chairman. You know, the audit that you are talking about is one
that, of course, we take very seriously.

Let me begin by saying that we have a close working relationship
with our inspector general. We meet on a regular basis. And this
is, of course, one of the items that we have been working on to-
gether. You are correct that we had a disclaimer in 2014 and 2015.
I am pleased to tell you that Ginnie Mae has been working with
the inspector general, with GAO, to take several steps to improve
that situation. It has filled key leadership positions. It has re-
vamped several of its processes. Improved the way that it does
business.

I also want to assure you that I have made it very clear, to all
of my staff, that we take the recommendations of the inspector gen-
eral seriously. In fact, I know that you all are going to have an op-
portunity to meet with the inspector general soon. And he and I
meet on a regular basis. It is fair to say there are very few in-
stances at HUD, whether it is this audit or others, where we are
out of sync with the inspector general. And in those instances
where there is a difference of opinion, there is a concrete reason
for it.

So in 2014, we had 11 material weaknesses in our audit. In 2015,
we brought that down to nine material weaknesses. We believe
that in 2016, that we will be able to bring that down further. We
are making progress and will continue to work with the inspector
general, with GAO, and others to improve our systems and ensure
that the audit improves as well.

Mr. DIAZ-BALART. And, Mr. Secretary, HUD is operating for now
several months without a permanent CFO. Any idea when you
think that might be, that critical position might be filled by some-
body who can address these issues?

Secretary CASTRO. You bring up an issue that we have been
working on. This is something that our deputy secretary, herself,
has been attentive to. And we very much are working toward filling
that position. We believe that it is important.

I don’t want to give a timeline right now in the sense of, you
know, we believe that in the next several months, but hopefully
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sooner, that that position will be filled. It is something that we
have been working on, have not been able to fill yet, but continue
to work diligently on.

Mr. DIAZ-BALART. Mr. Secretary, the First in–First Out, the im-
proper use of that, FIFO accounting is one of the biggest reasons
for the IG audit disclaimer. And it appears HUD is violating statu-
tory requirements under the HOME Program because of this faulty
accounting.

Even worse, the IG believes these accounting mistakes meet the
definition of an Antideficiency Act violation which, as you know,
would mean that you are, frankly, spending money that you don’t
have. And have you been able to investigate, have you investigated
the IG’s findings to determine whether HUD’s breach is, in fact, a
breach of—again of the HOME statute, is in fact, an Antideficiency
Act violation?

Secretary CASTRO. You know, we, over the last year, in fact, have
reported from the past 14 separate Antideficiency Act violations
that HUD had engaged in in the past. In an effort to get beyond
those, we have improved our processes so that we don’t encounter
Antideficiency Act violations in the future.

In fact, I think that it is fair to say that today, in 2016, the chal-
lenge at the end of the year is often, at the end of the fiscal year,
is often, trying to ensure that money that has been appropriated
is spent. Because of the Antideficiency Act situations that were en-
countered in the past, many of our program areas are shy about
spending towards the end of the fiscal year. And so we are improv-
ing our processes so that we both hit our mark but do not commit
an Antideficiency Act violation.

I would be glad to get you more information on the specific one
that you are talking about.

Mr. DIAZ-BALART. I greatly appreciate that, Mr. Secretary. And,
again, sticking to the time limit, Mr. Price, you are recognized, sir.

Mr. PRICE. Thank you, Mr. Chairman. Mr. Secretary, let me ask
you about—oh, I’m sorry, yes. I am reminded that our ranking
member of the full committee has another engagement and I am
to yield to her. So before I run my mouth any further——

Mr. DIAZ-BALART. That is a good thing for you to remember.
Mr. PRICE. It is a good thing to remember. Mrs. Lowey.
Mrs. LOWEY. We have a partnership here. And I know the chair-

man and I need roller skates these days. We have about five or six
hearings a day. But you are very gracious. Thank you so much.
And thank you again for your testimony, Mr. Secretary.

Mr. Secretary, the criminal incompetence that resulted in tens of
thousands of American citizens in Flint consuming lead-contami-
nated water is shocking. Historically, lead paint has been the most,
most widespread source of lead exposure. Much of the success we
have had in reducing exposure to lead hazard has come from a
partnership between HUD, the EPA, and the CDC, each providing
expertise and resources.

However, over the past few years, funding for the Lead Hazard
Control and Healthy Homes Programs has been flat-funded at $110
million, with $83 million for Lead Hazard Control grants, and $25
million for the Healthy Homes Program respectively, down from
$140 million just 5 years ago. And we know the job has not been
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done. With millions of American homes still containing lead-based
paint, I am concerned that your budget just does not address the
serious need.

Are the resources that have been provided in this bill sufficient
to fund the need for this program? For instance, how many grant
applicants are turned away due to the lack of funding? How does
the Department prioritize who receives these grants? And what
other sources of funds are available to remove lead paint from
homes?

Secretary CASTRO. Thank you very much for your focus on this,
Mrs. Lowey. I appreciate it very much.

You are, of course, right, that what happened in Flint was a real
shame. At the same time, we know that the administration, this
administration has marshaled a lot of resources to try and do what
we can to address the needs of the residents of Flint. HUD, in fact,
is involved in that response, and has actually had somebody, as
part of the Strong Cities Strong Communities Program, on the
ground in Flint for over a year. But let me just address more spe-
cifically your question.

I wish that I could say that the resources that HUD has received
in the past met all the needs. As you heard earlier in testimony,
I believe that we are able to serve about half of the eligible appli-
cants in the program, the Lead Hazard Control Program. In fiscal
year 2015, there were 47 eligible applications, about $141 million
of requests that went unfunded. So you are correct that the need
outstrips the resources that we have. There are other resources
aside from this grant that can be used to address lead issues. One
of those, for instance, is CDBG. Community Development Block
Grants can be used. They are flexible funding. So I wish that I
could give you the impression that these resources can meet that
need. They cannot.

It is true that we have had to make tough choices in the budget.
And as I mentioned in my testimony, 85 percent of our budget re-
quest is just, is re-upping what we already, the folks we are al-
ready serving. And what that has done over time is put more and
more of a crunch on everything else, whether it has been CDBG or
Lead Hazard Control grants, but not because we don’t believe that
these are worthy initiatives. We continually look for more ways to
make these resources go further, for instance, whether through
reaching out to philanthropic organizations or providing technical
assistance to local and State communities.

You also asked about the process itself. Of course, it is a competi-
tive process. And so in terms of prioritizing, we look for those com-
munities that have the greatest need and also put together compel-
ling plans on how they would address lead-based paint in that com-
munity.

Mrs. LOWEY. Now, you have about 56, maybe we should talk
about the Healthy Homes Program another time. Because you have
been so gracious to give me the time. And I thank you. And thank
you, Mr. Secretary. I appreciate it.

Secretary CASTRO. Thank you.
Mrs. LOWEY. And I look forward to working together.
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Mr. DIAZ-BALART. Thank you, Mrs. Lowey, again, for being so
considerate with your time. It is greatly appreciated. Chairman
Rogers.

Chairman ROGERS. I would be happy to yield to Mr. Price. I don’t
think he got to finish his round.

Mr. PRICE. I will take the turn that Mrs. Lowey would have.
That is fine.

Chairman ROGERS. Mr. Secretary, last year, the HUD inspector
general published an audit that found that there were more than
25,000 high-income earners living in public housing. These over-in-
come families are taking up very valuable spaces while over
500,000 qualified families are stuck on a waiting list. The IG esti-
mated that taxpayers will shell out over $104 million a year to
keep these people in public housing that are not qualified. They are
making more money than allowed. What is being done to check
that?

Secretary CASTRO. Yes, thank you, Chairman Rogers, for the
question. Of course, this did receive a lot of attention. And I want
to let you know very plainly that this is a concern that we share.
I am pleased to report that we are working hand-in-hand with the
inspector general to address this issue.

And so we have done three things: First, on September 3 of last
year, we sent a letter to all public housing authorities strongly en-
couraging them to adopt policies that would transition out ex-
tremely over-income individuals, like some of the ones that were
highlighted in the inspector general’s report. On September 8, just
a few days later, we published the fiscal year 2015 flat rent notice,
which is going to result in a rent increase for most families paying
flat rent and may lead them to choose market rate housing, give
them that extra incentive to move on.

And on February 3 of this year, we published an advanced notice
of proposed rulemaking, seeking public comments on a potential
new rule to strengthen oversight of over-income tenancy in public
housing and to ensure that people residing in public housing con-
tinue to need housing assistance from HUD after admission. And
this may be the most important part of our response. This ad-
vanced notice of proposed rulemaking gives us the opportunity to
seek feedback and to ensure that we go forward with a rule that
will address the concerns the inspector general raised.

If I may, the last thing I would just briefly say is that while I
do agree that these housing authorities need to be tougher, espe-
cially in the cases that were highlighted in the report, I think
through conversations with the Hill, with, I think, the staffs of dif-
ferent congressional Representatives, also as reflected in Chairman
Luetkemeyer’s bill, 3700, there is some nuance to this. Because
sometimes you have hard-working folks that barely get over that
income limit, they become self sufficient, they may fall backward
for a period of time. You also want to encourage folks to work their
way up so that they can get up and out.

And so we do need to set this policy in a way that makes sense
so that you are encouraging them to work harder and increase
their pay so they can move out, but not cut them off the second
that they do that and disincentivize them from actually getting a
pay raise and becoming self-sufficient.
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So there is some nuance in here. And I think that is reflected in
the legislation that is being considered and the conversations that
we have had. And we hope that that will be reflected as well in
the final rule.

Chairman ROGERS. Is 25,000 a fair figure?
Secretary CASTRO. The inspector general did find just over 25,000

out of 1.1 million public housing units, yes.
Chairman ROGERS. You have no argument with the number?
Secretary CASTRO. We don’t have any argument with that num-

ber. What I would point out, though, is that the vast majority of
those were barely over the income limit. And some of them fall out
of the income limit and back into the income limit. And this is, I
think, what we need to address successfully in crafting a rule.

And we welcome the feedback of members of this committee and
also have enjoyed working with others who have asked, including
Chairman Luetkemeyer and his staff.

Mr. ROGERS. What is the timetable for the new practice?
Secretary CASTRO. For which part?
Mr. ROGERS. The new rule that you are talking about.
Secretary CASTRO. We anticipate that—we have done the ad-

vanced notice of proposed rulemaking. So the next step will be a
notice of proposed rulemaking later in 2016. And I anticipate in
2017, we would have a final rule.

Mr. ROGERS. Well, I understand your point about not cutting
them off the next minute. But that income rule is there for a very
real reason. And there are 500,000 qualified families, according to
the inspector general, waiting to move in that are qualified under
the income level. So it is not fair to them. Do you agree?

Secretary CASTRO. You and I, we don’t have a disagreement
there. And that is why, as you can see from these steps, we have
moved forthrightly on this to address it.

Mr. ROGERS. Thank you.
Mr. DIAZ-BALART. Thank you. Mr. Price, you are recognized, sir.
Mr. PRICE. Thank you, Mr. Chairman.
Mr. Secretary, let’s turn to the Choice Neighborhoods Initiative.

This is a program that transforms aging public housing develop-
ments into vibrant communities. It is a unique program in the
HUD portfolio in terms of its reach and scope. It builds on the suc-
cess of the HOPE 6 Program which I know firsthand made a dra-
matic impact, particularly in Raleigh, our capital city in North
Carolina.

Congress has provided funding for Choice Neighborhoods since
fiscal year 2010. I, of course, have been proud to support it. But
I want to ask you to reflect on how we can improve this program,
what kind of success we have had so far. I wonder if you would cite
particular successes, either now or for the record. Are there par-
ticular cities, communities that demonstrate how Choice Neighbor-
hoods can work and how, in your view, it should work?

Secondly, how close are we coming to meeting the demand for
this program, the meritorious applications that would make good
use of these funds? How many applicants apply for each round of
implementation grants? How many were awarded? What is the
level of meritorious applications not awarded? Can you give us
some sense of what kind of demand you are dealing with?
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Also with the implementation grants, which is what we are
mainly interested in here, the grants that actually carry out the
transformation we are talking about, what kind of success have you
had, and have grantees had, in leveraging outside funding to sup-
plement this? That is a hallmark of many HUD programs, of
course. And I wonder how it works here.

And then, finally, if you could address the smaller grants, of
course, they are much more numerous, the planning grants, much
smaller, much more numerous. Talk about how that is working,
what kind of outcomes you have seen there. Some, presumably,
lead to implementation grants. But all cannot. There is no way all
those planning grants could lead to a full implementation grant. So
what do they lead to? I mean, what kind of evidence do you have
about the kind of leverage the planning grants give? And what
have we seen there in terms of the ability, even if a community
doesn’t get an implementation grant, the ability to carry forward
after the planning grant and, nonetheless, get support for serious
work.

Secretary CASTRO. Thank you for your past support and your
vocal support of Choice Neighborhoods.

The value of Choice Neighborhoods really is that it is place-based
work. And it is breaking through silos. So as you know, building
on HOPE 6, this says it is not just about housing, it is also about
housing and transforming a neighborhood. What can you do on
housing and transportation, housing and education, housing and
the availability of fresh food, and housing and the environmental
conditions around the housing.

A couple of good examples of this, I visited a neighborhood in
Boston, I believe the name was Roxbury, in Roxbury Heights, but
I will check that. And they were one of the first Choice Neighbor-
hood implementation grant recipients. They revamped their public
housing, including mixed-income. And close to the public housing
site, they also have an incubator that works on incubating small
food-related businesses. So budding caterers and other folks who
sell, actually packaged food, are able to take up space there and
grow their business. It is helping to improve that neighborhood in
Boston.

A second example is, the Woodlawn neighborhood in Chicago,
which is not too far from the University of Chicago. They have
partnered up there with the University of Chicago, for instance, to
help provide some safety, police protection. They have included rec-
reational activities for young people and also opportunities for sen-
iors. And they have done it in a way that is great because, again,
it is not just about providing housing, but it is also about improv-
ing quality of life.

You asked about leveraging of other dollars. Maybe the best ex-
ample of this, is that in New Orleans, for instance, in the first
phase of a build-out of the Choice Neighborhood implementation
grant that they got, for the housing, at the end of the day, only 16
percent of those funds came from that Choice Neighborhood grant.
So, obviously, they were able to leverage a series of other types of
financing to get that housing done.

The planning grants, which traditionally have been $500,000
planning grants, are important. And a number of those planning
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grantees have become implementation grantees, although, as you
say, not all of them. But they have been a good base from which
those communities have either successfully gotten implementation
grants, a good example of this was San Antonio, my home town,
or they have been able to leverage philanthropic support or other
types of grants, maybe not from HUD or sometimes from HUD.

Mr. DIAZ-BALART. Thank you, Mr. Secretary. Mr. Joyce, you are
recognized, sir.

Mr. JOYCE. Thank you, Mr. Chairman. Good afternoon, Mr. Sec-
retary.

Secretary CASTRO. Good afternoon,
Mr. JOYCE. Prior to my arrival here, I was a prosecuting attorney

for 25 years in Geauga County. One of my chief duties was the re-
sponsibility to represent the county, planning commission, and
townships in how we adapted to local zoning rules. I have got to
tell you, I have great concern with your Affirmatively Furthering
Fair Housing Rule or AFFH Rule, and what it means for my con-
stituency.

By enforcing the rule, you and your Department are using your
authority like a hammer. And you are robbing our communities of
their rightful say in local zoning laws. This has caused great con-
cern throughout my district and is, what I believe, one of the gross-
est current examples of government overreach.

I would like to take a few moments, if we could, to examine this
rule, and how in the eyes of your Department, it is equipped to fun-
damentally restructure our unique communities. To begin, which
area of the budget does your Department plan to utilize for re-
search and gathering the opinions of local stakeholders?

Secretary CASTRO. Are you referring to the work that we have al-
ready done or the work that is going to be done as part of each
community’s assessment of fair housing as it is rolled out now?

Mr. JOYCE. Yes, as you are going forward, where in the budget
do you have a plan that takes into consideration the community’s
concern.

Secretary CASTRO. Well, as you probably know, PHAs are able to
use operating funds. There may be local or State resources that
they are able to use. And so there are a number of fund, potential
funding streams that they could use.

Mr. JOYCE. Okay. Now how is your Department’s research proc-
ess structured so that its data establishes an accurate and thor-
ough level of knowledge of each of the local communities’ wants
and needs? And who ultimately executes the AFFH programming
from the Federal level?

Secretary CASTRO. Thanks a lot for that question. It is an impor-
tant one. This is being done, the process has been done jointly. This
has really been a collaboration across HUD to make sure that we
get it right. Because historically within HUD, there has been this
tension between our Fair Housing Office sometimes and our com-
munity planning and development, in other words, CPD giving out
the grants and then Fair Housing sometimes clamping down, hav-
ing to clamp down because of noncompliance with the Fair Housing
Act.

So in order to get this right, we went out and got input from
local communities, that was a part of the process. And then inter-
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nally at HUD, each of these program areas work together also with
our policy development and research group.

So you asked about the data, for instance, the tools that we’re
going to give them. That was a collaborative process. On December
31 of last year, our tool effectively went out to these communities
that are, the 22 communities that are in the first round of respond-
ents for AFFH. It is the latest data. It is more specific than we
have ever had. It is more comprehensive than we have ever had.

And I would also, just want to point out, Congressman, because
you asked the question that I think a lot of people are asking. And
there is this impression among some folks that HUD is going to be
very prescriptive. You know, we can’t tell a local jurisdiction you
have to adopt this zoning law, planning law, or land use restriction.

That is not what AFFH is about. It is about giving these commu-
nities the data that they need to make prudent decisions about how
they invest these Federal taxpayer dollars and how they also live
up to the Fair Housing Act requirements. But we are not telling
them specifically you have to do this here or else. We cannot do
that under the law.

Mr. JOYCE. To be specific, though, can you give me an example
of where this research process has already been employed and
touch upon its level of accuracy?

Secretary CASTRO. Yes. Actually there was a pilot program that
touched I want to say it was about 30 communities, that was a
kind of a precursor to AFFH where communities drew up these
plans with data and stated their own kind of aspirations along Fair
Housing lines and also how they connect the dots of housing and
transit and general quality of life. And so we have a good set of
about 30 communities that went through this. There was a benefit
to those communities.

There was also a benefit to HUD in getting to see that process
and understand how we can provide good data to these commu-
nities and then let them lead the effort to come up with their plan.
We do not intend to come up with a plan for them. This is going
to be a locally driven effort to come up with these plans.

Mr. JOYCE. Thank you. I see I have exceeded my time limit, Mr.
Chairman. So I will pass it back to you.

Mr. DIAZ-BALART. Thank you very much, sir. Mr. Quigley, you
are recognized, sir.

Mr. QUIGLEY. Thank you, Mr. Chairman. Good afternoon, Mr.
Secretary. Let’s go back to lead, lead paint and my hometown, Chi-
cago. As you are aware, we have a lot of incidents relating to Sec-
tion 8 housing and lead-based exposure.

Since 2012, there are about 178 children that we know of that
have experienced elevated lead levels. I have two thoughts on that,
I believe under the current Department regulation, the lead-based
paint standard for public housing is four times the CDC-rec-
ommended level. Are we working to adjust that through rule-
making or some other process?

Secretary CASTRO. You are correct. And we are working with
OMB on that. We don’t have anything to announce now. But that
is something that is on our radar screen and we are working to-
ward.
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But let me just say as well, since fiscal year 2013, that every no-
tice of funding availability for lead assistance grants has rec-
ommended the CDC definition of elevated blood lead levels. So in
the work that is being done out there, much of that reflects the
CDC definition, even though, you are correct, that right now there
is a discrepancy between the CDC definition and HUD. And we
would like to bring that in conformance.

Mr. QUIGLEY. I appreciate that. Also I understand that the hous-
ing agencies are required to inspect the premises before people
move in and something like a year after that as well. But as far
as I understand, that is about the only way they are determining
whether there may be lead-based paint issues. Is there something
else we can do to determine the level of risk out there?

Secretary CASTRO. Well, certainly the communities that are part
of our Lead Hazard Control grants are those that have identified
issues in their public housing or other housing. So they are affirm-
atively addressing these issues and remediating them. Along with
our Healthy Homes funding, it often helps to improve the overall
health of that household. But we are always looking for ways that
we can be more effective in the future. And so we would love to
follow up with you on that.

Mr. QUIGLEY. Yes, I would like to work with your folks in Chi-
cago as well. Second point, as you know, LGBT youth have an ex-
traordinarily high rate of housing instability and homelessness,
more than the general population. And transgender Americans are
the hardest hit, with 1 in 5 transgender Americans experiencing
homelessness. On behalf of the LGBT Quality Caucus, I want to
thank you and support you for your proposed rule dealing with this
issue. It is a crucial step forward in ensuring transgender people
seeking emergency housing and shelter are able to find the protec-
tion they need. How do you plan to implement this rule? Are there
specific issues you are going to have to address?

Secretary CASTRO. Well, first, thanks for the recognition on the
effort. We believe that this is important. As you know, beginning
in 2012, with our Equal Access Rule, we have started to address
concrete issues that present themselves to the LGBT community
when they seek housing and shelter.

This rule addresses the responsibility of shelters and single-sex
facilities. That is in process right now. And this is something that
we are working to get done during this administration. And once
it is rolled out, it is also clear that it is going to take I believe quite
a bit of partnership with local communities and providers to ensure
that this rule is implemented smoothly. But I believe that, you
know, just as the rest of the Equal Access Rule has been, that we
can do that.

Mr. QUIGLEY. And I think some of this is going to be your help
in working with the communities and the shelters on education and
some training in understanding the specific issues here and how to
help people who are at their most vulnerable point.

Secretary CASTRO. I agree.
Mr. QUIGLEY. Thank you so much for your service.
Mr. DIAZ-BALART. Thank you, Mr. Quigley. Mr. Yoder, you are

recognized, sir.
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Mr. YODER. Thank you, Mr. Chairman. Mr. Secretary, welcome
back to the committee. I know that you were in Kansas City earlier
this year. And I represent Kansas City, Kansas, amongst other
places. And you were there to talk about ConnectHome. And I ap-
preciate you coming to our area.

I wanted to just talk to you a little about that program. You
know, Google Fiber came to Kansas City and provided a real oppor-
tunity, we were one of the first communities in the country, to have
this high speed Internet. And one of the challenges that quickly
arose is that we have a digital divide. We have citizens, low-income
families that have no access to the Internet in significant portions.

And so I guess I just wanted to hear from you how big is this
a challenge across the country? It is certainly a challenge in my
community. How much of this is a priority for your agency? And
what can we do in terms of public-private partnerships to really re-
solve some of these discrepancies?

And I think this is one of those areas that ought to be bipartisan
in particular because this is a bottleneck on access to opportunity.
And if we are serious about giving people the tools to succeed in
this country, giving them the levers to rise out of poverty, if they
don’t have access to the Internet, it makes it that much more chal-
lenging for them. So I wanted to turn that over to you and hear
your thoughts on those questions.

Secretary CASTRO. I appreciate the opportunity to speak to some-
thing that, I agree with you, I believe it ought to be bipartisan, as
other issues have been before this committee that we are very
proud of.

Number one, this is a great example of a public-private partner-
ship. All but $50,000 of this effort is being invested by the private
sector, Internet service providers, and non-profits. ConnectHome is
an effort to connect up residents of public housing in 28 commu-
nities, 27 urban communities and one tribal community, the Choc-
taw Nation in Oklahoma, to the Internet because the vast majority
aren’t connected now. And Google Fiber, as well as Sprint, which
is right there in the Kansas City area, are great participants in
this.

And the idea is that we believe that folks of modest means need
21st century tools in order to compete in this 21st century global
economy, if we expect them to become self-sufficient.

So this effort will connect up to 200,000 children, and we are ac-
tively now working toward expanding that. In this budget, we re-
quested—because, remember, right now, it has only been $50,000,
plus the staff time, that has been devoted to this. We are request-
ing $5 million toward ConnectHome for those instances where, just
with a little bit of a public investment, we might be able to get a
community hooked up, because we think that those dollars can go
very, very far. And the fact is that almost all of this has been pri-
vate sector so far.

At the end of the day, I believe that this is going to mean that
we avoid more intergenerational poverty in communities in the
United States, so that those kids, especially that do get an Internet
connection, they are more likely to do their homework and apply
for college, and working-age folks, who can apply for a job, you are
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going to improve their upward mobility through this Internet con-
nection.

Mr. YODER. I appreciate your leadership there, and I appreciate
your coming to my community and highlighting that as an impor-
tant investment for helping children rise out of the poverty.

I wanted to turn your attention to your proposal to support the
administrative support fee on the FHA lenders again. And I am
pleased to see that that has a sunset clause this year. I have a few
questions about how it is to be implemented. You know, Congress,
first of all, has rejected this proposal, so I am not necessarily
pleased to see it back, but I do have some questions about how you
suggest it would be implemented.

First of all, I think it says that it would be charged on prospec-
tive basis, but in your budget, it also says: Mortgages that were in-
sured under this title during the previous fiscal year. So is this pro-
spective or retroactive, can you explain the disparity?

Secretary CASTRO. Well, it is prospective from when it is enacted,
but the fee will be assessed at one point in the year, at the end
of the year, so at some point in the year. So I think that is what
is being described. I don’t think I have seen the text that you are
looking at. But I believe that is what is being described. It is going
to be on transactions going forward. It is not going to be going
backward.

Mr. YODER. I think it states the fee will be calculated based on
mortgages that were insured under this title during the previous
fiscal year.

Secretary CASTRO. That is right. But if we started it tomorrow,
then the fee would be assessed after that one year, and it is talking
about going backward to capture everything after it was enacted.

Mr. YODER. Also, on your proposal, it says, you know, small lend-
ers, I think, would get hit with a pretty hefty fee because of the
complexity of the formula. Just two questions here. One, when you
base the fees on lenders’ prior years of business, wouldn’t it a
whole lot easier just to assess a nominal fee directly on the mort-
gage at the time it is made, like the USDA has proposed? And
then, just lastly, your request is for $30 million, but you also say
that the fee could be as much as four basis points. FHA is pro-
jecting to do $200 billion in business next year. So, if the math is
right, four basis points will be $80 million, or about a quarter of
a million dollars over the life of the provision. What are you going
to do with this money, and is this the right number? Which is it?

Secretary CASTRO. Yeah. Good question. We have actually said
between two and four basis points now as a recognition of those fig-
ures that you cited. So we are also aware of the USDA’s approach.
It is a little bit of a different approach, and we did give thought
to that. We actually believe that this—and one of the reasons we
pursued this is because we thought it might be more manageable
to smaller lenders.

As for what it would fund, this $30 million would fund invest-
ment in our IT and ensuring that our risk management is as
strong as possible.

So, you know, we are confident that this would help us be a
stronger organization at FHA, that it would directly relate to the
ability to work with lenders effectively and for them to understand
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how they stand in comparison to their peers. And this is, I think,
the third year that we are asking for this, but during this time, we
very much have reached out to the industry and worked with them
in terms of taking suggestions. That is why you see the change
that it is prospective, that it is limited to 3 years, that it has a slid-
ing scale of what it could be in terms of the basis points. All of that
is in response to feedback that we have gotten.

Mr. DIAZ-BALART. Thank you Mr. Secretary.
Mr. Cuellar.
Mr. CUELLAR. Thank you, Mr. Chairman.
First of all, welcome, Mr. Secretary. Good to see you again.
Let me ask you about colonias. I think you are very familiar with

colonias. Those are the Third World condition of places that we
have along the border: no water, no sewage. Housing is something
that is needed. Sometimes they don’t even have electricity also, and
it is in the United States. We added some language through the
help of the chairman and the ranking member to make sure that
the colonias were specifically eligible for the Self-help Homeowner-
ship Opportunity Program.

Could you tell us what your plan is for the colonias, number one?
And then, after that, if you can talk a little bit about your upward
mobility project also. I think that is the CDBG money, adminis-
tered by the HUD and HHS, and see what your work is and what
your vision is on that also. So it is the upward mobility and then
colonias.

Secretary CASTRO. Okay. Thank you, Representative Cuellar, and
good to see a fellow Texan.

Mr. CUELLAR. Yes, sir.
Secretary CASTRO. We have, in this budget, we are making a re-

quest that we made last year, and we really do believe that this
would help serve our colonias better. As you know, there are
colonias, a couple thousand of them, over four States: Texas, New
Mexico, Arizona and California. And, currently, there is a 10 per-
cent CDBG set-aside for colonias in those four States. What we are
asking for in this fiscal year 2017 budget is that we take that up
to 15 percent but that it still be at the discretion of those States.

Mr. CUELLAR. Yeah. And let me emphasize—because I did ask
for that, and I am going to ask the chairman again—this year, it
has only given the authorization for the States—let’s say the State
of Texas, New Mexico, Arizona, California—if they so desire, they
can go up to that.

Secretary CASTRO. That is right. Right now, three of the States,
only California,but the rest is not, but the rest of them are already
maxed out at that 10 percent. And so this would give them the au-
thority to go up to 15 percent. As you mentioned, these colonias of-
tentimes in these States, these are the neediest communities by far
in these States, with conditions that require a tremendous amount
of attention in terms of infrastructure, in terms of housing, and so
forth. And we believe that this is a modest but important measure
that would help improve the quality of the life there.

As to your other question, this is the second year that we are
proposing Upward Mobility initiative. So the idea behind this is
that we want to give our grantees, the CDBG grantees and HOME
grantees, as much flexibility as possible. And the Upward Mobility
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initiative would combine, would allow up to 10 communities, States
or localities, to combine four sources of funding, CDBG and HOME
from HUD, as well as social service block grants and community
service block grants from HHS. As a pilot project going forward,
allow them to combine those funds for the allowable uses and basi-
cally be able to get a bigger bang for the buck.

On top of that, we are requesting $300 million in mandatory ap-
propriation for investments in communities that would allow that
flexibility, so further proactive investments along those lines. And
I believe that this is one way that we are trying to fill this gap that
was spoken of in terms of CDBG, that it would be an excellent way
to see what some of these communities can do when we further
give them flexibility and have a good impact.

Mr. CUELLAR. All right. Thank you very much.
Mr. DIAZ-BALART. Thank you, Mr. Cuellar.
Mr. Young, you are recognized, sir.
Mr. YOUNG. Thank you, Mr. Chairman.
Welcome, Secretary. I want to talk about a Des Moines Register

op-ed that was in the paper last summer. Maybe you have not seen
it, but there are a few issues in there you have probably heard
about regarding some waste, fraud and abuse. And several issues
are highlighted, including an administrator who was sent to prison
for facilitating a $1.5 million government loan in return for nearly
$40,000 in kickbacks, but was never disciplined and allowed to re-
tire. Another concern raised is a HUD employee kept on the payroll
for 19 months after he was jailed on charges of stalking, threat-
ening to kill, and accessing HUD computers to obtain information
on his victims. I raise these issues because we share the same goal
of ensuring funding for HUD is spent on the most vulnerable in our
communities who are in really difficult situations. And as the edi-
torial states—and we will get you a copy of this—quote: ‘‘Every tax
dollar lost to waste, fraud, and abuse, and incompetence is a dollar
not spent on providing shelter for the poor and those who need it.’’

Can you comment on what steps HUD is taking to address these
types of serious personnel problems, prevent them in the future,
and increase accountability for taxpayers? In other words, how does
this happen, and how do we get to keeping our eye on this and
making sure this doesn’t happen again?

Secretary CASTRO. I appreciate the opportunity to address that.
You know, I had not seen that editorial, but look forward to taking
a look at it.

Number one, we are setting a culture of accountability at HUD.
One of the first things that I did within—I believe it was the first
month that I was there, maybe the first couple of weeks—was to
send out a joint letter with the inspector general that went out to
all employees, encouraging them to collaborate with the inspector
general on any types of reviews or investigations that are hap-
pening and make sure that we have a positive working relationship
so that we can root out more issues like this.

Secondly, we have increased our training for employees, includ-
ing ethics training, so that employees understand the standard
that we expect them to hold themselves to and that we will hold
them to.
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Third, as I mentioned earlier in my testimony, we are in step
with our inspector general on the overwhelming majority of rec-
ommendations that he has made, and we are taking implementa-
tion of those recommendations seriously.

Fourth, we are trying to improve our hiring process so that we
get the best and the brightest from the beginning. I would say that
these instances that you point out are an aberration. The vast ma-
jority of HUD employees are honest, hard-working people. But we
also believe that we want to always improve as an organization.
One of the things that we are trying to do is improve hiring. We
have recently partnered, for instance, with Toyota, who came in
and worked with our hiring folks to improve the hiring plan proc-
ess. And we continue to work through the hiring process in general
so that we can get the best folks available out there. And we are
working with our employees to engage them and provide an organi-
zation that listens to them, I think, more effectively so that they
feel more engaged, and the good ones are likely to stay on longer
because of that. Our Employee Viewpoint Survey scores went up
significantly this year. HUD was the most improved mid-sized
agency. So we are doing all of those things and others to try and
create a HUD that is stronger, that is more responsive, and is more
likely to avoid some of the individual instances that you pointed
out.

Mr. YOUNG. I certainly, appreciate that. And I don’t mean to
infer that—we only hear the bad things that happen out there on
the news, and so many positive things are happening as well with
the employees. So thank you for instituting the ethics training and
the personnel programs.

Finally, I want to comment on VASH, the Veterans Affairs Sup-
portive Housing. You mentioned early on in your testimony a 36-
percent decline in veterans homelessness. That is great. Can you
talk about how you come up with that data and track that issue?
And then, I notice in your budget request you really are asking
only for $7 million for VASH, and that is really for tribal justifica-
tion only. My concern with that is, is that an inference that we
don’t have a veterans homelessness problem?

Secretary CASTRO. Let me answer that part, first. That is an im-
portant question, of course. It is not. Number one, other resources
that we are dedicating serve veterans as well. So, for instance,
when we request, as we are in this budget, additional resources for
housing choice vouchers, for permanent supportive housing, for
rapid rehousing, all of those impact the veterans. The lack of a re-
quest this year for VASH is a recognition that we believe, with re-
gard to VASH vouchers, that we have the resources we need to ad-
dress the challenge of veteran homelessness there, as VASH vouch-
ers can. We were proud to begin Tribal HUD–VASH. In fact, we
awarded the first series of allocations in December of 2015. We see
a continuing need there. And let me just, again, thank the com-
mittee on both sides of the aisle, because I tell folks in public all
the time that this really is an instance where I think things
worked out the way that they should on behalf of veterans. The re-
sources have been appropriated. HUD and the VA have been work-
ing with local communities to get these work vouchers on the
street. And I have to say, the teams that work on this are probably
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the most active and passionate teams on either agency for obvious
reasons.

Mr. DIAZ-BALART. Mr. Secretary, on that note, I am going to have
to——

Secretary CASTRO. Okay.
Mr. DIAZ-BALART [continuing]. Ask you to wind down.
Secretary CASTRO. They have improved the process, and we will

look forward to continuing to drive down that number.
Mr. YOUNG. We will have further conversations.
Thank you, Mr. Chairman.
Mr. DIAZ-BALART. Thank you, Mr. Young.
Mr. Secretary, the FIFO issue is a major problem, and we kind

of talked about this before. It makes it impossible for you to deliver
auditable financials, and even worse, it is causing HUD to violate
Federal law. So can I have a firm commitment from you that this
accounting problem will be corrected in time for your 2016 audit?

Secretary CASTRO. Well, I can tell you that we are working with
the GAO on this issue right now as well as with the IG. You are
right; it is an accounting issue. We don’t believe that we are vio-
lating the ADA on it, but I can pledge to you that we will work
diligently with the GAO and IG on this to resolve it.

Mr. DIAZ-BALART. Again, Mr. Secretary, you know, I want to
work with you. This is a hugely important issue. So, you know, let’s
just make sure that we focus on that. And I am, obviously, willing
to work with you to be helpful.

Secretary CASTRO. Will do.
Mr. DIAZ-BALART. Let me go to the administrative fees. You are

requesting $2.1 billion for administrative fees, a $427 million in-
crease, which is a 26-percent increase above last year. Now, we all
understand the importance of supporting public housing authorities
so that they can efficiently run their programs. But does it really
make sense to ask for such a—I mean, it is a huge increase to the
administrative account.

Secretary CASTRO. This is an issue that I believe goes to how we
can ensure that we have a housing choice voucher program that is
more efficient, that is stronger, serves all of those voucher holders
better. The fact is that over the last several years, we have only
dedicated about, let’s say, between 70 and 80 percent of the admin
fee that ought to have been dedicated, appropriated to housing au-
thorities. What has changed is that we undertook an admin fee
study to understand what was the appropriate level that we ought
to be investing for the administration of these vouchers. Based on
that, we have made this request to increase the admin fee. This is
important for housing authorities because, over the years, they
have been asked to do more and more with less and less. And we
believe this is the right level of funding to ensure that this is a
well-run program, and it is a very big program. It is an important
one, and we want to make sure they have the resources to get it
right so that we avoid bigger problems in the future.

Mr. DIAZ-BALART. Sure. But I see HUD has had a, really, frank-
ly—and that is a good thing—has had a fair amount of success
leasing up units, and PHAs have been able to lease up nearly all
of the available units in the voucher program in the past 2 years.
So, again, I don’t want to punish you for your success. But, I guess
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it begs the question, if you are meeting your leasing milestones,
then why the need for more administrative overhead?

Secretary CASTRO. Well, I would just say the resources out there
for administration are stretched very thin with these housing au-
thorities. So they have done a commendable job in many instances
of trying to stretch those resources as far as possible.

I also understand, of course, in the budget environment that we
are in, this kind of expense is probably not the first thing that folks
think about, but it is tremendously important that we adequately
resource these housing authorities so that they can continue to do
a good job and get even better in the administration of the pro-
gram.

Mr. DIAZ-BALART. My understanding is that you are developing,
but you have not yet implemented your new administrative fee
structure. So wouldn’t it make sense to hold the line on spending
for this account until you have actually finalized the new adminis-
trative fee formula?

Secretary CASTRO. We believe that we do know the best approach
based on the administrative fee study, and so that gives us a con-
fidence that we understand the level of the appropriation where
that ought to be, and that is reflected in the request.

Mr. DIAZ-BALART. And, finally, what are some efficiencies that
the PHAs—I don’t know why that is hard for me to say—could im-
plement so that they can keep their overhead expenses down?

Secretary CASTRO. You know, there are a number of them, actu-
ally, across the board. In fact, some of them are addressed in
Chairman Luetkemeyer’s Housing Opportunity Through Mod-
ernization, H.R. 3700, legislation. But, basically, they center
around different things. For instance, giving flexibility with regard
to inspections and income verification, especially for smaller hous-
ing authorities so that they are not as administratively burdened.
They can do things other than have to routinely check on the same
information year after year that oftentimes for many of the resi-
dents is staying the same. If you have, for instance, a senior resi-
dent who is on a fixed income and that is demonstrated on record
to the housing authority, there is really not a reason that they
ought to be verified every single year. That can go to once every
2 or 3 years. Those are the types of things that we are working—
we want to work with housing authorities on in order to reduce
their administrative burden.

Mr. DIAZ-BALART. Thank you, very much, Mr. Secretary.
The ranking member, Mr. Price, you are recognized, sir.
Mr. PRICE. Thank you, Mr. Chairman.
Mr. Secretary, before moving on to other questions, I want to

briefly return to the initial question about Choice Neighborhoods,
because it was a rather complicated question, and certain aspects
of it didn’t get answered. You might want to respond for the record
on some of this, but I am eager to get on the record one way or
the other the answer to the question I ask about the level of de-
mand here, the kind of ratio of meritorious proposals that—imple-
mentation grants now we are talking about—the kind of ratio of
meritorious proposals to what you are able to fund, given your ap-
propriation in recent years.
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Secretary CASTRO. Yeah. So, most recently, there were 33 imple-
mentation applicants for five implementation grants that were
awarded.

Mr. PRICE. What time period does that cover?
Secretary CASTRO. Well, the grants that were last awarded a few

months ago, so this would cover the last fiscal year’s grants, which
was, I believe, fiscal year 2014, 2015, just a couple of months ago
where these were awarded.

Mr. PRICE. All right. So five grants. And how many applicants?
Secretary CASTRO. Thirty-three.
Mr. PRICE. Thirty-three. That is fairly typical.
Secretary CASTRO. Also, you asked about planning grants. We

awarded seven planning grants. We had 51 applicants for those
grants.

Mr. PRICE. All right. So that is fairly typical of recent cycles, I
assume, that ratio?

Secretary CASTRO. It is. You know, Choice Neighborhoods is very
popular out there. There is a lot more need than we are able to
dedicate resources to, and that is one of the reasons that we are
requesting a significant increase this year from the $125 million
that was appropriated last year to $200 million.

Mr. PRICE. Let me just quickly register a question about this new
category of grants that you are proposing, the so-called planning
and action grants. That aims at smaller projects. I wonder what
kind of projects you are looking at there? I think I will ask you to
do this for the record, because in asking the question, I am some-
what concerned about proliferating too many small and modestly
sized grants in a way that begins to eat away at the limited fund-
ing we have for implementation grants. I mean, after all, the im-
plementation grants, the larger grants, the more comprehensive
projects, are what Choice Neighborhoods is all about. So I am going
to ask you to elaborate for the record how these smaller grants, es-
pecially this new category, might—what kind of volume you are an-
ticipating there and what the budget impact would be.

Secretary CASTRO. We would be glad to. As you know, this is the
first time we were—this is a new category, and we are excited
about it. But we would be glad to elaborate on the record why that
is and how many we anticipate making and so forth.

Mr. PRICE. Yes, and of course, the impact on the main item,
which is the implementation grants.

Now, housing for the disabled and the elderly. I raised this in my
opening statement. You know, Mr. Secretary, many States are
struggling to comply with the Olmstead decision in terms of hous-
ing for the disabled. We need to do a lot more to integrate people
with disabilities into their communities. And this mismatch is
widespread between the housing available and the housing re-
quired to meet this goal.

There is also a dearth of housing for the elderly, the kind of need
that the 202 program has historically addressed. There is a short-
age of available units, 10 people waiting often for each unit, yet
this budget request seeks no funding for additional units of housing
for people with disabilities or the elderly, 202, 811. In the years
past, the request has included new resources. I wonder why the re-
quest is not more ambitious, and just on disabled housing, in par-
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ticular, how can HUD leverage other programs like HOME, per-
haps, to create units to further Olmstead to compliance or the
mainstream voucher program, the tenant-based Section 8? Are
there other ways to get at this issue besides the conventional 811
program?

Secretary CASTRO. Well, there are other ways. In fact, we are
making a significant request of housing choice vouchers. And, for
instance, in the 12-month period from January 2015 to January
2016, in our HCV program, 22 percent of new admissions to the
HCV program were non-elderly disabled families with no children;
7 percent were non-elderly disabled families with children; and an-
other 7 percent were elderly disabled families with no children. So,
in total, 36 percent of HCV admissions were disabled families. And
I point that out just to say that we are serving individuals who are
disabled in several different ways.

You are right, 811 and 202 have not been funded for new units.
We did have a request last year, as you probably remember, for
700 new units of 811. Each year, as we make our budget request,
we do have to make these challenging choices, but it is something
that is a priority and that we believe that we can make progress
on in these different ways.

With regard to elderly housing, I think it is the same there. We
are looking forward to utilizing that fiscal year 2014 appropriation
to get a better understanding from our research project on 202
housing of the link between housing and health and how we can
create savings and ensure that communities are doing everything
they can to provide investment in housing and in supportive serv-
ices upfront and save money to Medicare and Medicaid later. HUD
is working with HHS to provide technical assistance to States that
are looking for ways to utilize Medicaid dollars to provide to elderly
and disabled residents. So there are different ways that we are ap-
proaching this challenge. Of course, you know, I don’t disagree with
you that this is very important and that new units have not been
funded.

Mr. DIAZ-BALART. Thank you, Mr. Secretary.
Secretary CASTRO. We are going to do what we can.
Mr. DIAZ-BALART. Thank you, sir.
Mr. Joyce.
Mr. JOYCE. Thank you, Mr. Chairman.
Mr. Secretary, back to this AFFH example that you were giving

to me prior to our getting cut off.
You mention that there was some prior research that went into

it. Could you give the subcommittee an exact example of where it
is that you are using the research and data that you glean from
these communities into making decisions, while acting in concert
with the community for the purpose of effectuating on AFFH out-
come.

Secretary CASTRO. I would be glad to follow up with you with a
list of communities and then some examples of that. I don’t have
those in front of me, but I know that we did engage in that. I am
very proud of the team, from our policy development and research
group, as well as fair housing and CPD. Because this had come up
in the 1990s and it had not gotten past the finish line and it was
not successful from the very beginning, they were attentive to local
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communities in trying to understand how we could make this fea-
sible to them and put them in the driver’s seat. And so we would
be glad to share with you on the record these different instances
of plans that were put together in communities.

Mr. JOYCE. Thank you. Are you familiar with the Chicago/Du-
buque, Iowa, model that your agency was working on? Would you
consider the movement of individuals from Chicago across the
State border to Dubuque, Iowa, to be a successful example of how
AFFH works for both communities, their inhabitants and their
States?

Secretary CASTRO. You know, I am not familiar with that par-
ticular example. I would love to learn more about it. But to us, the
point is that there are a couple of things that we know. Number
one, we know that these decisions, whether they are land use deci-
sions or other policy decisions, are best made at the local level. And
so we want to respect that.

Secondly, we also know that communities—and we share an in-
terest in them making the best use of Federal taxpayer dollars.
And then, third, we do see AFFH as part of the unfinished busi-
ness of the Fair Housing Act. So I want to be straightforward with
you: there is a component of ensuring that they live up to the obli-
gation of the Fair Housing Act, but we don’t want to do it in a
heavy-handed way. We want to collaborate with them and let them
make the decisions.

In those cases where we have flagrant violations of the Fair
Housing Act, where there are communities that are just completely
unwilling to work on these things, then there will be enforcement.
But I see that as a last resort, not as a first way to come through
the door.

Mr. JOYCE. Sure.
Secretary CASTRO. So our folks have given a tremendous amount

of thought to how you can put local communities in the driver’s
seat so that they can make the smart decisions about what ought
to be invested and how in their community.

Mr. JOYCE. I am really interested to understand how moving peo-
ple across State lines is somehow bettering the communities.

As you know, the other problem that we have, obviously, is fore-
closures, and vacant properties, which we all know are areas that
become drug houses and centers for criminal activity. These aban-
doned properties are a huge problem, obviously, in many commu-
nities. Do you have a plan to complement the initiative taken by
the Department of Treasury, through the Hardest Hit Fund, or
HHF, to refurbish these communities?

Secretary CASTRO. Yeah. You know, this is a challenge in a lot
of communities, especially coming out of the housing crisis as we
have. As you remember, we had NSP funding a few years ago that
was very helpful to communities in this regard. Of course, that is
not a stream of revenue anymore, investment. But we encourage
communities to use some traditional funding, like CDBG, for in-
stance, that has the flexibility so that they can address issues of
foreclosed-upon properties.

Of course, at FHA, we also work in several different ways to
avoid foreclosure, to help folks avoid foreclosure, and we have re-
vamped our DAS, Distressed Asset Sales, program to try and get
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more of those properties in the hands of nonprofits that are willing
to work with residents, avoid foreclosure, and also are mindful of
the neighborhood impact when there is a foreclosed property. So,
you know, there are several steps that we are taking.

In addition to that, let me just say that we are very proud of the
housing counseling that HUD has done, HUD has funded. We are
requesting $47 billion, which is what was appropriated last year.
Part of that is foreclosure counseling to help avoid foreclosures. So
we are trying to address this in multiple ways.

Mr. JOYCE. And I appreciate that. But, you know, we are looking
at those houses that are already gone. And for lack of a better
term, they are bad bones. There is nothing to be recouped, so they
need to be taken down. So that is why HHF and HAMP funding
are both needed. I was wondering if you have been working in con-
cert with Secretary Lew about trying to get that money into the
communities that need it the most?

Secretary CASTRO. Well, to the extent that these communities re-
quest some sort of technical assistance, our folks, of course, are in
communication with Treasury, but I can follow up with you in
terms of their individual communities that we have been working
on together, sure.

[The information follows:]
Between 2008 and 2010, Congress appropriated almost $7 billion for HUD’s

Neighborhood Stabilization Program (NSP) to help the nation’s communities address
the effects of abandoned and foreclosed property. Demolition was one of the eligible
uses of NSP funding and grantees have reported that more than 24,000 units were
demolished with NSP funding. The vast majority of these demolished units were in
states like Ohio, Michigan, and Indiana. While NSP funding is almost totally ex-
pended, NSP and related technical assistance efforts set the stage for subsequent
demolition work with funding from the Hardest Hit Fund. Further, HUD was an
active participant in Treasury’s Interagency Working Group on Residential Prop-
erty, Vacancy and Demolition and continues to work on other collaborative initia-
tives such as the Detroit Interagency Working Group, also chaired by Treasury.

Mr. JOYCE. That would be great. Thank you very much.
Mr. DIAZ-BALART. Mr. Cuellar.
Mr. CUELLAR. Thank you, Mr. Chairman.
Mr. Secretary, let me ask you to look at the HUD–VASH, the

Federal rental assistance with the VA. In Laredo, we received
about 15 of those vouchers. I know that there is a Point-in-Time
Survey that is done, but there is something happening where we
still have a lot of veterans still homeless in Laredo, even though
I understand they are surveying what they use that for, to the
point where, you know, even some of the veterans who have rel-
atives in Nuevo Laredo will go to Nuevo Laredo, so they can afford
being over there. And I think it is a shame that they have to go
across the river into Mexico to get housing.

Could I ask you to just have your folks work with us a little
closely on this particular issue? Because I will be happy to show
you this, you know, big story that got written locally. I think it is
a two-, three-part series about veterans, and it is just one of those
issues. I know there is never enough money; I understand that. But
I would ask you to, you know, if you can assign one of your best
ones, Jaime Castillo or Robbie Greenblum or one of the folks in
San Antonio, to work with me, but I would ask you to just work
with us on this, because I know the city manager, Jesus Olivares,
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is here in the audience with us, and it is an issue that we have
been trying to figure out, and we just can’t seem to get over the
Survey Point-in-Time. So I would ask you to just work—I know you
are very passionate about this issue and want to work with your
office.

Secretary CASTRO. Absolutely. And we are very proud, because of
everyone working together, that we have seen a 36-percent reduc-
tion in veteran homelessness over the last few years. At the same
time, we know that, number one, we can’t stop pushing and driving
that number down. Secondly, we need to reach all communities. So,
for instance, from the fiscal year 2016 funding that we received, we
are creating another category for smaller communities to get HUD–
VASH, to more proactively work and get these HUD–VASH vouch-
ers into some of the smaller communities at a greater level, and
we believe that is going to help fill the gap out there for some of
these smaller communities.

I did have an opportunity yesterday to meet with one of your
council members and the assistant city manager, and my staff had
a longer meeting with them, and this was one of the issues that
they took up. So we look forward to following up.

Mr. CUELLAR. I think it was Councilman Roque Vela, I believe,
the one that was there. And, yes, we do want to follow up, because
it is an ongoing, you know, it is just shameful that they have to
go to another country to get housing on that. So I look forward to
working with you.

I also want to extend the invitation, again, to—I think we had
talked about you going down to Laredo, so we will find a time that
works and have you go down to Laredo, and the city of Laredo will
be willing to host you. I know we had the chairman down there,
and he saw the transportation needs that we have. The largest in-
land port in the United States, it is in Laredo. So we would love
to host you down there sometime. As you know, you were the Senor
Internacional a couple of years ago——

Secretary CASTRO. That is true.
Mr. CUELLAR [continuing]. Which is a big celebration where they

recognize somebody from the U.S. and somebody from New Mexico,
and the Secretary was the Senor Internacional. So, Secretary,
thank you for your good work.

Secretary CASTRO. Thank you.
Mr. DIAZ-BALART. Thank you, Mr. Cuellar.
And there is no doubt Laredo is, frankly, a very special place. It

really is. It is a very special place.
Mr. CUELLAR. Thank you, sir.
Mr. DIAZ-BALART. Mr. Secretary, let me just go to one more area.

And, again, I thank you for being here and for being forthcoming.
I want to talk briefly about Moving to Work. And for the fiscal

year 2016 bill, we gave authority to establish 100 more Moving to
Work agencies. But, you know, our foremost goal, though, is to see
what works well and then expand those areas across HUD pro-
grams. However, GAO and HUD’s IG had noted repeatedly that
HUD does not have performance measures in place to gauge the ef-
fectiveness of MTW agencies. And, worse, we have seen some agen-
cies use MTW flexibilities, frankly, to avowed accountability or use
funds for purposes other than serving the people in need.
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Mr. Secretary, what is your timeframe for designating those 100
new MTWs, and what criteria for selecting the participants will be
used?

Secretary CASTRO. Yes. That is a great question. Number one,
the 39 MTW agencies that we have now have done a number of
creative things over the years that I believe demonstrate the value
of MTW. You are correct that ensuring that we have better ways
to measure the outcomes that have been achieved because of MTW
ought to be a priority, and it is a priority, because of the new au-
thority that we have we will increase the number of MTW agencies
by 100. That gives us the opportunity, in this new contract, with
those new MTW agencies the chance to include more performance
metrics and, I believe, be able to measure the value of MTW in un-
precedented ways.

As to your question of how we are going to implement this, the
legislation requires us to establish an advisory committee, and so
we have begun work going forward to get an advisory committee
together. We expect over the next couple of months to do that, to
make recommendations on what this expansion of MTW should
look like. The legislation gave us a number of years to accomplish
the 100 MTW agency addition. So this will be phased in. We don’t
anticipate that it is going to happen all at once. It will be in man-
ageable phases. I can’t say right now whether that will be 10 or
15 in the first round, but I think that the advisory committee, with
its expertise, will help us determine that.

But to your point of being able to measure the outcomes better,
I am completely in agreement with you that this new approach
ought to include more of that, because right now, frankly, I do
think that there is a dearth of that information.

Mr. DIAZ-BALART. Do you anticipate that this expansion will
have an actual cost, the cost in terms of HUD’s, you know, staff
time to review, to select, frankly, to monitor these new MTW agen-
cies?

Secretary CASTRO. There will be a cost associated with it. And in
future budget requests, we believe that it would be appropriate to
provide the salary and expense increases necessary in our Public
and Indian Housing program area to keep up with the additional
monitoring and collaboration with these MTW agencies.

Right now, I can’t tell you with specificity how much, how many
people we are having to deal with this issue for AFFH as we ramp
up in the Fair Housing Office, for instance. Our AFFH engage-
ment, so I do think that there are going to be some costs associated
with it. No numbers yet. We would be glad to work with the com-
mittee going forward on it.

Mr. DIAZ-BALART. And, again, and you touched about the issue
of measuring performance. Any idea how you intend to measure
performance so that the best practices can be documented and
hopefully repeated elsewhere?

Secretary CASTRO. Yeah. Well, you know, to my mind, and cer-
tainly the folks who are working on this in our Public and Indian
Housing, I believe, and the members of the advisory committee will
have a more crystalized sense of this, but to my mind, the flexi-
bility that we are allowing these MTW agencies is meant to have
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better outcomes in terms of self-sufficiency, for instance, of the resi-
dents of public housing.

So the kinds of performance metrics or outcomes that I would
like to see measured are, you know, compare a non-MTW agency
to an MTW agency and tell me, what is the average length of time
that a public housing resident lives in public housing? How long is
a family there in one versus the other? How have you been able
to use your flexibility to create self-sufficiency faster? Let’s look at
the educational achievement of residents in MTW agencies versus
non-MTW agencies or income levels in one versus the other. These
bottom-line outcome assessments that will show us whether, you
know, in a more specific way, I think, whether the flexibility that
we have allowed is paying off in life outcomes of the people that
we are serving. To me, that is what is most important.

Mr. DIAZ-BALART. Thank you, Mr. Castro. I appreciate that.
Mr. Price.
Mr. PRICE. Thank you, Mr. Chairman. Let me move to public

housing and, in particular, the capital backlog in public housing.
You are well aware, of course, that there is a backlog of $25 billion
when it comes to repairing and maintaining our public housing
stock.

Congress bears primary responsibility for that, for chronically
underfunding this account. I start out by saying that. However, I
am concerned that HUD didn’t ask for any increase in the public
housing capital fund in the fiscal 2017 request. I wonder why that
is so, what it indicates. I wonder if you could discuss the rationale
behind that decision to provide, essentially, flat funding for public
housing capital needs when it is clear we are falling further and
further and further behind.

And then, secondly, I wonder if you could reflect on the impetus
that lies behind Moving to Work, for example, which you have just
been discussing, or the Rental Assistance Demonstration program,
the RAD program, or for that matter, Choice Neighborhoods and
other demonstration programs. To what extent are these programs
drawing on discontent or the shortfall of adequate housing for the
public—adequate funding for the public housing capital fund? I
mean, are we seeing here ways of compensating for that?

Clearly, we have a problem with that essential capital fund ap-
propriation. So I guess I am asking you very broadly, what are the
strategies for dealing with it, and to what extent are they or are
they not reflected in the budget before us?

Secretary CASTRO. Yes, you are right, Representative Price, that
over the years, the funding has not been there to keep up with the
public housing capital needs, and we do have over a $25 billion
backlog in public housing capital needs. And so what you have seen
is that we have had to become creative, and the Rental Assistance
Demonstration project, RAD, represents one way that we have
done that. The private sector analysis that we got about a year and
a half ago showed that the first 57 deals of RAD, for every $1 of
Federal dollars that was invested there, there were $19 non-Fed-
eral that it leveraged. So RAD has been successful in leveraging
private dollars and some philanthropic dollars, I believe.

With regard to the capital housing needs that we have, you are
correct that this request this year, I believe, is a $35 million reduc-
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tion from what was enacted last year. And, in part, that is because
we do see more activity on the RAD side. You know, we have con-
verted 30,000 units. We already have the applications for 185,000.
We have a waiting list of 11,000 units now. We are asking Con-
gress to remove the cap, because we believe that the demand is
there and that there are a lot of units that can be renovated if we
would lift that cap, if we can do some of this work successfully.

But we are also requesting some flexibility so that public housing
authorities can use 30 percent of their operating and capital money
interchangeably so that if there is some dire capital needs that
they feel have to be addressed now, that they do have some flexi-
bility to do that.

This is, of course, the kind of flexibility that exists for MTW
agencies, and in the past, we have made a broader request for flexi-
bility, but we feel that the 30 percent flexibility request makes
sense, and that it could be used for some of these needs.

Mr. PRICE. Thank you. That is helpful.
I just observe, though, that the answer you gave regarding the

public housing capital fund, just like the answer you gave earlier
on section 202 rental housing for the elderly and on section 811
housing for the disabled, all of that just underscores the limitations
we are operating under. And this is even with a budget agreement.
This is getting off of the sequestration level, but not nearly ade-
quately in terms of the needs we are addressing.

So I hope for a good allocation this year as we write the bills.
I, of course, hope and expect that we will have our usual collabo-
rative process across the party lines. But I just am stunned by the
magnitude of this task and just how much we are having to devote
of this budget to simply staying in place.

Secretary CASTRO. Sure.
Mr. PRICE. So we have a lot of work to do. We, of course, look

forward to you as a full partner in this effort.
Secretary CASTRO. Certainly.
Mr. PRICE. Thank you.
Mr. DIAZ-BALART. Thank you, Mr. Price.
Mr. Cuellar, further questions?
Mr. CUELLAR. No further questions.
Mr. DIAZ-BALART. All right.
Mr. Secretary, this has been very helpful. Let me once again,

thank you and also your staff for your participating and your par-
ticipation today and for answering our questions.

The committee staff will be in contact with your budget office re-
garding questions for the record. I know we will have a number of
questions to submit, and I imagine I will have some, and I imagine
that other members will have questions as well.

If you will, please, work with OMB to return the information for
the record to the subcommittee within 30 days from Friday, we will
then be able to publish the transcript of today’s hearing and make
informed decisions when crafting the fiscal year 2017 bill.

And, again, I look forward to working with you. Also, I have al-
ways appreciated your being fully accessible, and you know, this
subcommittee looks forward to working with you as we put this bill
together for this year.
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Tomorrow, we will see the Administrator of the Federal Aviation
Administration. I look forward to that.

Mr. Price, any final comments?
Mr. PRICE. No. Thank you, Mr. Chairman.
Mr. DIAZ-BALART. With that, Mr. Secretary, again, our gratitude.
With that, we will close this hearing. Thank you.
Secretary CASTRO. Thank you so much.
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WEDNESDAY, MARCH 2, 2016.

FEDERAL AVIATION ADMINISTRATION

WITNESS

MICHAEL HUERTA, ADMINISTRATOR, FEDERAL AVIATION ADMINIS-
TRATION

Mr. DIAZ-BALART. The subcommittee will now come to order.
Today, we welcome Administrator Michael Huerta from the Fed-
eral Aviation Administration to discuss the fiscal year 2017 budget
request. Administrator Huerta, we appreciate your flexibility today
and your willingness to be here. We originally had you scheduled
as part of a panel with the Federal Railroad Administration, but
we had a last-minute schedule change and now we can dedicate
this hearing to the FAA. I know you are really happy about the
fact that we are only going to be focusing on you today. Members,
we will try to schedule the FRA for a later date. Again, Adminis-
trator Huerta, this is your fifth appearance before this committee.
We thank you for your distinguished record of service, and we al-
ways look forward to your testimony as we, again, we do today.

FAA is requesting $15.9 billion in new budgetary resources for
fiscal year 2017, a reduction of $381 million below last year’s level.
This reduction, however, is mostly due to a request to reduce the
airport grant program by $450 million, along with an increase to
passenger fees. Now, I don’t have to tell you all, this type of pro-
posal has been proposed and rejected a number of different times.
Putting aside this, frankly, what is an artificial cut, we see an in-
crease in the operations account of $85 million, a cut to facilities
and equipment of $17 million, and a $1.5 million increase to the
research budget.

We are looking forward to working with you to ensure that the
FAA’s resources are put to work for the benefit of the flying public,
obviously, while being good stewards to the taxpayer money. I don’t
have to tell you that we face some challenges, whether it is advanc-
ing NextGen, ensuring the right staffing levels to our air traffic
control facilities, and integrating the UAS into our airspace. To-
gether, we must meet these challenges while protecting the FAA’s
safety mission as the first and the number one priority. We have
the safest and yet the most complex airspace in the world, and we
want to work with you, sir, to ensure that you continue to meet
that mission. Now, before we get to your opening statement, I want
to recognize our ranking member of this committee, the sub-
committee, the gentleman from North Carolina, Mr. Price, for his
opening statements. Mr. Price, good to have you here, sir.

Mr. PRICE. Thank you, Mr. Chairman. Administrator, it is good
to have you again before this committee. I look forward to your tes-
timony. As the Chairman has said, the FAA budget proposed re-
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quests $15.9 billion in budgetary resources; that is a $400 million
decrease from last year’s enacted level. The request, I believe,
would provide sufficient resources to staff the air traffic organiza-
tion and provide the resources needed to modernize our airspace
and improve safety.

Now, when it comes to airport improvements, the request in-
cludes a proposal to allow large airports to fund these improve-
ments through an increase in the passenger facility charge. Small
and medium airports would still receive funding through the AIP
program. So this is responsible for the decrease in overall funding
and, of course, the probabilities of these fees happening will have
to be considered as we do our work.

As you know, I have concerns about the proposed FAA reauthor-
ization proposal put forward by the Transportation and Infrastruc-
ture Committee, and particular concerns about separating air traf-
fic and air safety functions at the FAA, and I look forward to dis-
cussing these issues today; I am sure others will as well.

I would also like to hear more about the NextGen program, how
it is going, how its promises to improve the safety and efficiency
of our nation’s airspace, indeed, in some instances, is already doing
so. Your budgetary request includes $877 million for NextGen cap-
ital investments; that is an increase of $22 million over the fiscal
year 2016 enacted level. While we build the air traffic control sys-
tem of the future, we have got to maintain legacy systems in a
state of good repair. Many facilities are decades old, but they are
still critical to the operation and safety of the system, so we will
need to learn how the FAA is improving safety and efficiency
through the research of new technologies, what our priorities for
investment are.

The current authorization for the FAA expires at the end of
March. It is clear that short-term extensions don’t provide the cer-
tainty needed to make long-term improvements in the system. So
I am hopeful that while we work out a long-term authorization bill
that we can all support, we provide the FAA with an extension that
gives the airports, airlines, our workforce, and the traveling public
the certainty they need to move forward. I look forward to your tes-
timony. Thank you, Mr. Chairman.

Mr. DIAZ-BALART. Thank you, sir. Mr. Huerta, your full written
testimony will, obviously, be included, will be included in the
record and, now, again, thanking you for being here, you have 5
minutes.

Mr. HUERTA. Thank you, Mr. Chairman. Good afternoon, Chair-
man Diaz-Balart, Ranking Member Price, and members of the sub-
committee, and thank you for the opportunity to discuss the fiscal
year 2017 budget request for the Federal Aviation Administration.
The FAA’s 2017 budget request is for $15.9 billion to support the
FAA’s mission to run the safest and most efficient airspace system
in the world, while continuing to transform our airspace through
NextGen. These budget priorities are important to us, and they
also play a larger role in the long-term health of our nation’s econ-
omy. We continue to make strides deploying key elements of the
NextGen air traffic system, while also welcoming new users into
our nation’s airspace. NextGen is no longer some nebulous and fu-
turistic aspiration; it is happening today.
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When I spoke to you last year, I told you we were almost finished
with the installation of our En Route Automation Modernization
System, or ERAM. It is now complete and is delivering promised
results as the backbone of our NextGen technology transformation.
Similarly, the ground infrastructure for ADS–B is finished, and
ADS–B traffic and weather broadcasts are now available across the
country. As we complete this foundation, our engagement with in-
dustry is yielding real benefits.

Last week, the NextGen Advisory Committee and the FAA met
in Atlanta to discuss our accomplishments and to outline next
steps. We have made significant progress in four NextGen priority
areas, including Performance Based Navigation and DataComm.
We are replacing old flight paths with more efficient satellite-based
procedures, and DataComm technology is giving pilots and control-
lers a new and more efficient way to communicate critical safety
information.

For the Operations budget, the FAA is requesting $10 billion in
2017 for day-to-day operations of our nation’s aviation system. This
represents a 1 percent increase above the fiscal year 2016 enacted
level, and includes the cost for providing safe, secure, and cost-ef-
fective air traffic services to commercial and to private aviation.
This budget will strengthen our safety and security programs, hir-
ing 16 new safety-critical staff for the integration of unmanned air-
craft systems, or UAS. We will also hire 13 new personnel in our
Office of Commercial Space Transportation to support regulatory,
safety, and airspace integration efforts. We boosted funding to im-
prove the security of our most critical NAS facilities and protect
the FAA from malicious insider activity.

For Facilities and Equipment, or F&E, the 2017 request of $2.8
billion maintains the capacity and safety of our nation’s airspace,
while we continue to modernize and to transform it. The non-
NextGen portion of our investment representing almost $2 billion
will be to sustain current systems. This funding will be a down
payment on our maintenance backlog, keeping systems operational
and our employees safe. Further reducing the backlog will require
continued commitment for several years.

Our Research, Engineering, and Development request of $167.5
million allows us to boost funding for the Continous Low Energy
Emission and Noise, or CLEEN, program to support the president’s
plan to reduce carbon dioxide emissions by 32 percent from 2005
levels by 2030. It also includes $8.4 million to meet the growing de-
mand for unmanned aircraft systems. Our Airports budget request,
as you noted, is for $2.9 billion. This reflects our ongoing priority
of focusing federal resources on projects of highest priority and
greatest benefit to aviation at the smaller commercial and general
aviation airports. At the same time, the budget would allow com-
mercial service airports to increase non-Federal Passenger Facility
Charges from the current maximum of $4.50 to $8.00. The PFC
level has not been increased in more than 15 years, and our anal-
ysis shows that, due to inflation, this higher PFC level is needed
just to provide an equivalent level of buying power. That means
that large hub airports will benefit from more direct and more local
control over their funding and over their improvements.
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Before we turn to questions, I would like to take a moment to
address the upcoming debate over FAA reauthorization. Last
month, as you all know, the House Transportation and Infrastruc-
ture Committee unveiled a proposal for how air traffic control serv-
ices could be provided in the future. We are open to having this
discussion, and we encourage Congress to work in a bipartisan way
on FAA reauthorization, consistent with recent approaches on other
transportation issues. Civil aviation contributes $1.5 trillion annu-
ally to the national economy and constitutes 5.4 percent of the
gross domestic product. It also generates 12 million American jobs.
We share an enormous responsibility to protect this mode of travel
and to shape and nurture its bright future. Thank you. This con-
cludes my opening statement. I would be happy to answer your
questions.

[The information follows:]
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Mr. DIAZ-BALART. Again, thank you very much for your state-
ment. Members, we are going to proceed as we have before, in
standard 5-minute rounds, alternating sides, recognizing members
in order of seniority as they were seated at the beginning of the
hearing. So, as I have asked you before, and by the way, you have
been exceedingly cooperative, please be mindful of your time and
allow the Administrator time to answer within your 5 minutes. Ad-
ministrator, I am proud that, due to the bipartisan budget agree-
ment, we were able to fund FAA’s NextGen programs and nearly
$980 billion for fiscal year 2016. Your budget request includes $1
billion for NextGen, which is a $20 million increase, as we have
said. The modernization of airspace is obviously a difficult, complex
task, and we are eager to see the FAA deliver on the promise of
NextGen, and we have been eager for a long time. We want to see
more efficient routes, more on-time flights, and, frankly, better
service to the flying public. Too often, however, we have seen pro-
grams that have been delayed and with cost overruns. So what
steps is FAA taking to speed the delivery of NextGen programs,
and what are the lessons that you have learned from past chal-
lenges, such as the cost overruns and the schedule delays and the,
which we were talking about, the ERAM system, which went $300
million over budget?

Mr. HUERTA. Taking first the ERAM program, as you talked
about. When I joined the agency over 5 years ago, we base-lined
the program and created a Program Management Organization
that was really designed to impose project management discipline
on these major technological programs. Since that time, we have
met all of our schedule and all of our cost commitments for that
program. And as I testified, it is now complete. You can think of
it as building the iPad upon which we are now building the appli-
cations.

For our current fiscal year budget request, it is focused in four
areas that were designed and negotiated in conjunction with indus-
try. They fall in four areas, Data Communications, Surface Oper-
ations, Multiple Runway operations, and Performance Based Navi-
gation. The principle and framework that we have worked with in
industry is that we want to match benefits with investments and
deployment of projects. We have used this approach for the last
several years, and have found it to be quite beneficial in ensuring
that industry is on board with how we are prioritizing investments
and that they are actually seeing benefits, and they have identified
the types of things that they would like us spending these re-
sources on. So I think that we are making very, very good progress
and yielding real benefits.

Mr. DIAZ-BALART. Are you pretty certain that what you have
learned now you can use to improve other NextGen programs mov-
ing forward as well?

Mr. HUERTA. I do. When we established the PMO, the idea was
that we wanted to create a replicable process that could be used
on the full scope of technology deployments that the agency is un-
dertaking. So we have employed this in our terminal modernization
platform, which is proceeding to pace with the support from this
committee, and we have also introduced and are using these prin-
ciples in our airspace redesign programs as well.
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Mr. DIAZ-BALART. Could you also outline your progress and de-
ployment plans for some of your major NextGen programs, such as
ADS–B or—again, you mentioned performance based navigation,
but if you could outline some of that as well?

Mr. HUERTA. Yes, in fiscal year 2017, our focus in the DataComm
area is to complete the deployment of tower service at 56 airports,
and that work is already underway. We have 8 that are deployed
so far; we will be at that 56 by the end of the calendar year 2016.
Then we convert to modifying, and for surface operations, the focus
is on a program we call Terminal Flight Data Manager. This is a
program that enables us to better balance operations on the surface
of the airport and would enable us to run a much more efficient
operation through information sharing, through the wide scope of
users at the airport.

In the area of Multiple Runway Operations, our focus is on a pro-
gram called Wake RECAT. This is where we are able to close sepa-
ration standards between aircraft, and it gets us greater capacity
on existing runway facilities. Within 2017, our focus would be on
three locations, where there would be a great deal of focus on im-
plementing this. This is a very, very promising program that is
yielding significant benefits in places like Memphis and Atlanta.
Performance Based Navigation would be the focus on fully imple-
menting Atlanta and Charlotte, as well as our programs in Cleve-
land, Detroit, and southern California.

Mr. DIAZ-BALART. Thank you, sir. Mr. Price, you are recognized,
sir.

Mr. PRICE. Thank you, Mr. Chairman. Let me just quickly follow
up on your questions, and then turn to my own, because I, too, am
eager to get some details on the record here about the NextGen
program and the kind of milestones we can expect. I think you
have answered that question. I wonder, are things we should know
about that might prevent us from fully achieving this transition to
satellite based navigation. Then I wonder particularly about the ex-
pectations for the commercial air carriers and the general aviation
community, which are required to install the necessary avionics for
the ADS–B signal by 2020. What can you tell us about the progress
these groups have made?

Mr. HUERTA. Well, I think your two questions are related, be-
cause I think one of the significant challenges is to ensure that the
users of the system are, in fact, equipped with ADS–B by 2020. The
agency has been working for the last several months on an initia-
tive we call Equip 2020, which is a collaborative activity that we
have with the industry, and we are focused on the two big classes
of users.

For commercial aviation, the airlines, the air carriers are cur-
rently submitting their plan schedules to equip their aircraft dur-
ing their regular maintenance cycles, and to have that done by
2020, as required by the law. For general aviation, it is a much
larger universe of potential users. Estimates vary between 100,000
and 160,000 aircraft in the general aviation space. The principle
barrier has been cost of equipping the aircraft, and significant
progress has been made in the last year with price reductions that
have now gotten it to the point where it is really within what the
industry had said represented an affordable price target in 2008.



292

So we are very focused on ensuring that people don’t wait, that
they take the time to equip now so as to ensure that we don’t run
into a bottleneck in the year before 2020.

Mr. PRICE. Thank you. That is helpful. Let me turn now to, I
suppose, the predictable topic of ATC privatization and the reau-
thorization measure. As you know, our Transportation and Infra-
structure chairman would like to privatize air traffic control, and
I know that countries such as Canada and the United Kingdom
have instituted aviation systems that separate air traffic operations
from the safety regulatory system. When I met with your chief op-
erating officer a few weeks ago, we discussed some of the coordina-
tion that goes on between the air traffic organization and aviation
safety. Just to give us an angle of vision on this, would you discuss
with us the value of having air traffic and aviation safety under
one umbrella organization? Has it helped advance the safety of the
system? How has it helped advance the safety of the system, and,
for that matter, the implementation of the systems?

Mr. HUERTA. The principal area of focus for us has been on shift-
ing from a very linear process of developing and deploying tech-
nology to a collaborative process. What I mean by that is a linear
process has the engineers design something, and then they throw
it over the wall to the certification people who make a decision as
to whether it is safe. Then it gets thrown over the wall to the oper-
ations people, who need to figure out how to operationalize it and
put in the system, and that process can take many, many years.

What we adopted, several years ago, was a collaborative process
where we bring everyone together on the front end. And so that it
opens up a dialogue, over what are the issues that we are going
to see, and certifying the safety of a particular procedure or deploy-
ment. How does that relate to the technological work that is taking
place, and then, what are the operational considerations that need
to put into place. And what we have found is this collaborative
process saves us a great deal of time.

Things that would ordinarily take 5 to 10 years, can be cut down
to 3 to 5 if you are really aggressively deployed in this. And so it
is important that in any framework that we are able to maintain
that high degree of collaboration.

Mr. PRICE. With that, it sounds as though you believe that would
not necessarily be threatened under our privatization scheme, but
it might pose some pretty serious challenges given the working ar-
rangement you have developed. Is that fair?

Mr. HUERTA. I think it is fair to say that everyone needs to share
a common vision and a common set of goals, what the mission is,
what we are trying to establish and when, and that is very impor-
tant to do. Structure alone does not affect that, but it is an impor-
tant consideration.

Mr. PRICE. Thank you, Mr. Chairman.
Mr. DIAZ-BALART. Mr. Joyce.
Mr. JOYCE. Thank you, Mr. Chairman. Mr. Huerta, in March of

2015, the Inspector General found that the FAA was not properly
using data to identify safety risks and, therefore impeding the ef-
fectiveness of the FAA’s hazardous materials voluntary disclosure
reporting program.
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In response to this finding, the Inspector General made nine rec-
ommendations to your agency, eight of which you agreed with, and
one that you are in partial disagreement with—the Inspector Gen-
eral’s recommendation to develop an automated system such as a
website to allow air carriers to report potential violations under the
Hazardous Materials Voluntary Disclosure Reporting Program. Do
you feel this budget request includes sufficient funding to imple-
ment the eighth recommendation to develop an automated system?

Mr. HUERTA. Actually we are going at it in a somewhat different
way. Our original non-concurrence was based on the technical fea-
sibility and the cost associated with developing a standalone sys-
tem. Since that time we have determined a way forward, but we
can build into the automated reporting processes that we are al-
ready using in the aviation safety area, and not create a redundant
system. We are now working out the details of that, and it is on
track and we are in consultations with the IG on a schedule for
doing that.

Mr. JOYCE. So, you prioritized this?
Mr. HUERTA. Yes.
Mr. JOYCE. Okay. Can you point to some tangible improvements

in this program since March of last year?
Mr. HUERTA. Well, I think voluntary reporting programs have

proven to be very, very good, in terms of generating data. Data is
really at the heart of how you analyze and assess risk in the sys-
tem and mitigate it.

[The information follows:]

HAZARDOUS MATERIALS REPORTING SYSTEM

The hazardous materials Voluntary Disclosure Reporting Program (VDRP) infor-
mation will be incorporated into an automated system being used by FAA’s Flight
Standards organization (AFS). ASH and MS reached agreement in late 2015 to mod-
ify the existing VDRP system to allow air carriers to electronically report potential
hazmat violations. User requirements and cost estimates for the necessary system
modifications are being developed. No additional funding for this effort was included
in the FY 2017 President’s Budget request. This approach achieves cost efficiencies
by leveraging FAA’s existing IT system capabilities.

ASH’s Office of Hazardous Materials Safety (ADG) has been actively monitoring
the voluntary disclosure work that our HazMat field offices are performing and
making program improvements. ADG personnel are engaged continuously with
managers in field offices to ensure information is entered and uploaded into our cen-
tral tracking system. An air carrier’s proposed comprehensive fix and the field of-
fice’s verification of satisfactory completion of the fix is included in this tracking.

Quarterly FAA HazMat VDRP status reports are disseminated to FAA HazMat
managers in field offices, and issues are discussed during monthly and ad hoc
HazMat managers meetings.

Mr. JOYCE. How would your agency work directly with DHS, spe-
cifically TSA to be sure that FAA funding is used to its fullest po-
tential?

Mr. HUERTA. We have a very close, collaborative relationship
with the Transportation Security Administration. I have met per-
sonally with the Administrator Neffenger, and before him, his pred-
ecessor Administrator Taylor, and we regularly share information
in terms of what we are doing. The things that we are requesting
in this budget with respect to securing are very different from the
things that are requested by TSA, where they are dealing with
broad passenger safety in the system, and we are dealing with the
security of the air traffic facilities, that we use to control air traffic.
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And so there is a lot of dialogue that takes place, but we have very
different needs.

Mr. JOYCE. Which brings me to another question. In response to
the fire set at the Chicago Air, Route Traffic Control Center, by an
employee in 2014, the IG’s office released a report this past Sep-
tember stating that the FAA’s contingency plans in their security
program were insufficient at the Chicago Air Traffic Control Cen-
ter. Can you please provide specific steps that your agency has
taken to apply the seven recommendations made to your office by
the Inspector General and reported in their findings?

Mr. HUERTA. Sure. The report was issued that followed a 30-day
review that I had undertaken immediately after the incident in
2014. That report identified a number of the same issues that were
identified by the Inspector General which we had already mitigated
or were in the process of mitigating. They dealt with things such
as access control, and separation of critical infrastructure, and a
whole range of other issues associated with that. In this budget we
do have some additional funding requested to deal with long-term
coordinating facility security and we will continue to carry those
out.

Mr. JOYCE. All right. Thank you. I return the balance of my time,
Mr. Chairman.

Mr. DIAZ-BALART. Thank you, sir. Mr. Quigley.
Mr. QUIGLEY. Thank you, Mr. Chairman. Administrator, good

afternoon.
Mr. HUERTA. Good afternoon.
Mr. QUIGLEY. So you have the statutory authority to ‘‘Relieve

and protect the public health and welfare from aircraft noise to
regulations, to control and abate aircraft noise.’’ Of course O’Hare
Airport, and we only had 50,000 complaints in November, 82,000
in December where, you know, it is winter and windows are closed.
O’Hare modernization so far not so good on performance, but cer-
tainly good at cranking up the noise complaints.

Any number of ways to look at this, so let us start with sound-
proofing, compounding the problem that we do not have enough
homes schools and businesses sound proof without materials wear-
ing out after 15 to 20 years of use. I believe you are still going for-
ward with the ’65 DNL analysis, which it is lowered, as it probably
should be, just expand fairly dramatically just how many areas
need that soundproofing.

And finally, if you have time, some sense of FAA and the city’s
efforts to try to balance out the use of those runways, not just at
nights, to try to reduce this burden.

Mr. HUERTA. Let me take first the 65 DNL, that is the study as
you correctly noted is underway right now. The study has a 2-year
timetable attached to it, the first of which is data collection, and
that is based on the survey, a nationwide survey.

Mr. QUIGLEY. Is that sampling?
Mr. HUERTA. It is sampling.
Mr. QUIGLEY. And it includes O’Hare, right?
Mr. HUERTA. I cannot tell you who it does include, but it does

include major metropolitan areas.
Mr. QUIGLEY. Well, I would love to know, if you can get back to

me about O’Hare being sampled as well.
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Mr. HUERTA. We can get back to you with the full scope of what
the study looks like. But essentially what it does measure are im-
pacts of aviation noise, and we are answering two questions as a
result of that study.

[The information follows:]
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Mr. HUERTA. The first question is, is the DNL metric still an ap-
propriate metric to measure impact of aircraft noise on commu-
nities, and the second is, if it is, is 65 still the right level?

And we have to have a full year’s worth of survey data in order
to have a valid analysis there, and we are underway on that.

As it relates to the O’Hare Modernization Program, and your ref-
erence to that program, the most recent amendment that we made
to the Letter of Intent for OMP, is to accelerate construction of an-
other parallel runway. This is something that does enable us to get
at what you are trying to get at here, which is separation and
spreading out of traffic, and that is one of the things that we are
very much interested in working on with the Airport Authority and
with the communities.

As it relates to soundproofing, that is certainly a conversation
that we are happy to have with the airport, in terms of how to allo-
cate their federal funds toward this and other projects there in Chi-
cago.

Mr. QUIGLEY. That is not even close to the kind of money at any
local airport. Airports like Atlanta and Chicago have extraordinary
national implications for the economy, to think that the city, or
even the local suburbs are going to be able to muster that, even
with the help of the airlines. It is just not there. And let us recog-
nize what we already know. I mean, Harvard School of Public
Health Studies showed, that the issues with noise, especially on
senior citizens, has a profound cardiological impact.

Why don’t we recognize that we have got a real serious problem
here adding yet another parallel runway when all the so far
though, parallel runways have given us. Let us just look at this.
We have spent billions on O’Hare Modernization, let us start with
2004, O’Hare has 75 percent on time departure, and 76 on time—
O’Hare ranked 25th, with a 76 percent on time departure. Fast for-
ward to this year, 76 percent of flights departing on time.

We had 7.600 fewer operations than August 2004, so we spent
billions on dramatic improvements in the airport, with absolutely
zero improvements in performance and noise complaints. And with
all due respect, your own data shows that will increase dramati-
cally, when O’Hare modernization is completed. So, to think that
we cannot either spread out this burden more, or end or add a lot
more resources for noise buffering is just not going to get the job
done.

Mr. HUERTA. As I said one of the things that the program does
enable us to accomplish is the thing that you were talking about
which is perhaps spreading this out over a larger segment of the
surrounding area around the airport. As it relates to resources, this
is certainly an eligible use of AIP Funds. Should there be an inter-
est in allocating more to that, that is certainly a conversation that
we would be willing to have.

Mr. DIAZ-BALART. Mr. Yoder.
Mr. YODER. Thank you, Mr. Chairman. Administrator, welcome

to the committee.
Mr. HUERTA. Thank you.
Mr. YODER. I wanted to ask you about drones, and the FAA esti-

mated that 1 million drones may have been sold this past holiday
season. So it is becoming an increasingly interesting topic. Particu-
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larly, I am interested in how the FAA plans on managing the air-
space below 500 feet for drones that leave line of sight. What is the
plan there? Are you working with NASA on their unmanned traffic
management system? And what can our government do to make
sure that we are not holding back progress in growth in this indus-
try and the entrepreneurial spirit in this country while still pro-
viding safety. How do you find that balance?

Mr. HUERTA. Sure. We are working with NASA on UTC, but I
will stress that while that represents one technological solution, it
is not the only technological solution that might be out there. I
think that as we are looking at how we integrate unmanned air-
craft, in many respects we have a more complicated challenge than
a lot of other countries do, simply because the airspace that these
aircraft fly in is the same airspace that is used by our very, very
large general aviation segment.

And so, we have a number of things that are ongoing right now.
The first is, as you well know, the rulemaking we are expecting to
finish in the spring which deals with small unmanned aircraft
below 55 pounds. In addition to that, we recently commissioned an
aviation rulemaking committee to look at an even smaller category,
the so-called micro unmanned aircraft systems, to see—and this
follows on the rulemaking activity—where we got a lot of comments
on was there a way that we could deal with a smaller category of
aircraft.

Beyond line of sight represents a significant challenge for us, and
this is one of the questions you asked about. We have two research
activities that are underway, that we call our Pathfinders. There
are a total of four, two of which focus on beyond line of sight. One
is with the BNSF Railway, and research they are using to use un-
manned aircraft flying at relatively low altitudes for safety inspec-
tions, security inspections, and so on, and testing this out.

The other is with a company called PrecisionHawk that is very
focused on the specific characteristics of the aircraft. I think a larg-
er question for us as government, is that we are starting to think
about is how to square the FAA’s interest in maintaining a safe
airspace with what a local government’s concern might be to regu-
lating quiet enjoyment of property owners within that jurisdiction.
This raises a number of questions that we have not had to deal
with before, but we are starting to put some people together to
think about and talk about it, and we will all be consulting with
the various interests on that.

Mr. YODER. I appreciate that answer. It is also my under-
standing that your budget submission does not list, changing topics
here, specific dollar figure for the essential contract tower program,
which serves a lot of our districts. And if I am incorrect, please cor-
rect me.

Can you tell the committee what funding level with the contrast
tower program is expected to need for fiscal year 2017?

Mr. HUERTA. Sure.
Mr. YODER. And if it is not listed, why is it not listed?
Mr. HUERTA. We have requested $157.3 million for the Federal

Contract Tower Program for 2017. That is a bit of a plus up of the
$154.4 million that was included in the fiscal year 2016 Bill. That
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includes the cost-share program as well, and so this would enable
us to consider some modest expansion of the program in ’17.

Mr. YODER. Okay. I appreciate your emphasis there. And then,
lastly, I wanted to ask you about the ground-based navigation sur-
veillance systems. You know, we have had a good conversation
today about Next-Gen, and our investments there which is impor-
tant, because we have got to modernize, but obviously we have
ground-based systems that, in some cases they are 20 and 40 years
old and in desperate of recapitalization.

I guess I am wondering, what is the FAA’s to address the need
to recapitalize these assets? Do you have the recourses you need to
replace these systems over the next 3 years? And it is my under-
standing that some of the equipments are really outdated, and if
we maintain the old parts, and may be throwing good money after
bad. So could you speak to that a little bit.

Mr. HUERTA. Sure. In fact, many of these facilities are 50 years
old. We do have a request included in the capital program, in ex-
cess of $400 million, which represents a down-payment on the
backlog. And what we are doing is prioritizing which are critical fa-
cilities that we need to upgrade, versus those that we can decom-
mission, or which have been overtaken by new technology.

The major focus of that, of what we are requesting in ’17, about
a quarter of it goes to aging power systems which are really the
backbone of all of these NAVaids, followed by a capital program for
our large en route centers. These are the facilities that are about
50 years old, for the most part. Following that, our third largest
category is our terminal facilities TRACONS and towers, many of
which are also significant facilities.

We see this as a 10-year program, where we really have to be
focused, overall, on continuing to make these investments to ensure
that these facilities are in a state of good repair.

Mr. YODER. Thanks for your answer. I yield back Mr. Chairman.
Mr. DIAZ-BALART. Thank you. Mr. Ryan.
Mr. RYAN. Thank you, Mr. Chairman. Thank you for your time.

I appreciate you coming up. A couple of years ago the FAA changed
its hiring practices. Before the agency had granted a preferences in
hiring to graduates of a collegiate training initiative, approved pro-
gram, and Ken State University, and my district has the only ATC
CTI program in the State of Ohio. The program prepared students
in the air traffic control field and was considered a prerequisite.

Now, in 2013, the FAA dropped this preference and instead re-
lied on a biographical questionnaire to review candidates for air
traffic control positions. Many candidates were passing the FAA’s
aptitude and skills exam, but were failing the biographical assess-
ment.

So I have heard a lot of concerns, in congressional district and
in Ohio about these changes, people and kids who have spent the
time and money to attend the CTI initiative school, and I have CTI
school in my district, as I mentioned that has played an invaluable
role. I have been out, I have visited the school, and it is a great
program. So I know that you have made some adjustments to the
biographical questionnaire, can you please elaborate on this adjust-
ments, talk a little bit about how the changes have impacted hir-
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ing? And also, if you can give us an update on how these new de-
velopmental controllers are fairing in their training as well.

Mr. HUERTA. Sure. The biographical assessment is designed to
focus on factors such as flexibility, risk tolerance, self confidence,
resilience, stress tolerance, those sorts of things. And so it is a set
of skills that are as important as the basic skill test that are in-
cluded in the test itself. The principal factor that I think affects
people’s ability to get a job however, is just the sheer competitive-
ness of the profession.

On average we hire something between 1,600 and 2,000 control-
lers, that is what our target would be for each year. The first time
we opened this up as a public announcement, we got in excess of
25,000 applicants for those positions. Clearly there is going to be
a large number of people that are not selected, just given the ratio
of applicants versus jobs.

I will say that the CTI students have fared very well in this proc-
ess. In the first year where we looked at a full year’s worth of data,
essentially a CTI—two-thirds of those that were selected in that
initial cohort, had some CTI background, either a 2-year or a 4-
year program. And so we believe that actually the combination of
the screening methods did, in fact, give credit for the skill set that
somebody coming out of the CTI Program might have. And that
was reflected in the applicants.

Mr. RYAN. Are we running the risk of kids not going into those
programs now, and not having that high level of qualification? Like
you said, they are making their way in, that we——

Mr. HUERTA. I do not think so. I think we are seeing a lot of the
programs adopting a broader base of potential job series that are
there. And so I think that it is probably fair to say that you are
far better off if you go into a collegian program, keeping open a
whole lot of options open for possible careers in the aerospace in-
dustry, that can come out of it and not necessarily limiting yourself
to air traffic.

Mr. RYAN. I appreciate that and we will follow up with you on
that. Two other quick questions and I guess one is a comment. I
saw that there was a $450 million decrease in the President’s re-
quest with grant and aid for airports AIP so I know that there are
a lot of people in this committee and Congress that are going to
try to fill that gap. I do not have time to get into that, if we get
another round maybe I will let you elaborate on that.

One of the issues that I am concerned about that we are seeing
a little bit on news reports and on TV, the laser incidents for a
commercial aircraft and you know that more and more of these air-
crafts are being attacked with lasers aimed at the cockpit and get-
ting turned around in some instances. A flight last month had to
return to Heathrow because of a laser beam so I would like to
know what steps the FAA is taking to address this issue and pro-
tect the pilots, the crew and the aircraft from this ongoing issue?
And coincidentally enough, we have a company in my district that
is working with the military now as kind of advisors for the mili-
tary to where I think would have a decent application here so can
you just tell us what you are looking into now as far as addressing
this issue, what technologies or research you are taking on?
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Mr. HUERTA. Certainly I would like to learn more about the tech-
nology piece that you mentioned. What we are doing generally is
that it is a crime to shine a laser at an aircraft. It is an incredibly
dangerous thing to do, so we depend very much on our partnership
with law enforcement at all levels, federal, state and local levels.
I have seen the same data that you have seen and there are certain
areas and hotspots where it has picked up and what that requires
us to do, and what we are doing, is working with our law enforce-
ment partners.

We have had a fair amount of success based on the reporting
from pilots and being able to pinpoint where it is coming from, in-
creasing enforcement in those areas and being able to apprehend
individuals in many instances.

Mr. RYAN. Who are these people doing this? Are these just kids
screwing around or is this a national security issue for us?

Mr. HUERTA. It is all of the above. It is kids screwing around,
it is people who want to cause trouble, it is some people that think
it is cool and fun who do not understand the danger of it. But any
way you look at it, it is an incredibly dangerous thing.

Mr. DIAZ-BALART. Mr. Jolly.
Mr. JOLLY. Thank you, Mr. Chairman, Mr. Administrator, thank

you for being here. I want to talk a little bit about the decision-
making process for PFC applications and I know the significant
contribution language is statutory but do you have rules or guid-
ance as to how you interpret significant contribution?

Mr. HUERTA. We do. We would be happy to share the specific
guidance with you but in a general sense, what we do is evaluate
what the airport is proposing to do to make the investment in and
the purpose of it.

Mr. JOLLY. But is the term significant contribution defined? Is it
backed up by written guidance of any kind? And I’ll tell you why,
I do not intend this to be a gotcha question but you have a lot of
airports frustrated by—they collected 4.50, they only get $3 ap-
proved when they go before your department and a meeting of the
last year, we understand that in a sit down with the team, with
your team, they discuss why it did not satisfy significant contribu-
tion and your Department’s answer to this one particular group
was: ‘‘Well we know when we see it.’’

That seemed to be a very elusive standard and frankly a some-
what frustrating explanation if it truly is the definition of signifi-
cant contribution it is not well defined if it is simply: ‘‘Know it
when you see it.’’

Mr. HUERTA. Sure, if you could share with me what are the de-
tails of that situation, I would be happy to look into it.

Mr. JOLLY. But the question, there is no further explanation of
significant contribution that your Department adheres to? Any
written guidance? What satisfies significant contribution?

Mr. HUERTA. I do not know how it is framed and discussed but
I am happy to look into that for you.

[The information follows:]
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Mr. JOLLY. Okay, I would appreciate that and I would appreciate
following up with you on that because if there are not standards
or consistent standards by which these decisions are made, perhaps
we need to address it up here if we could.

Second question, different subject, you all commissioned a study
about separating safety regulators from air traffic control service
providers a few years back I believe, about 2 years, do you recall
this study?

Mr. HUERTA. Not during my tenure at the FAA.
Mr. JOLLY. Okay, then I will submit it for the record.
Mr. HUERTA. Sure, thank you.
Mr. JOLLY. Thank you, Mr. Chairman.
Mr. DIAZ-BALART. And I may have skipped over Mr. Young and

if so, I apologize to the gentleman so, Mr. Young, go ahead.
Mr. YOUNG. Thank you for the opportunity, Mr. Chairman,

Ranking Member Price, Administrator Huerta, welcome. I have a
question about the FAA proposal to get rid of the contract weather
observer program at 57 airports. Last fall, contract weather observ-
ers at the Des Moines Airport spotted the formation of a tornado.
It was not spotted in the tower by our traffic controllers or other
airport personnel, but the contract weather observers and they
were able to mobilize citizens in Des Moines.

A concern I have is about the responsibility the FAA wants to
shift over to the air traffic controllers and that could be a real
strain on them aside from them just making sure the planes get
in safely because they can not leave their towers to do this and go
down on the ground because of regulations.

It keeps them from comprehensively monitoring the weather, in
my opinion. Earlier this year, you had a safety risk management
panel at the Des Moines Airport, our staff was involved and my of-
fice participated and thank you for that but it seemed like with
this panel, was not really about getting the feedback from the Air-
port Authority, the Air Force, the contract weather observers, and
others but it is more less you telling folks how it is going to be and
what you are going to do and not really get some feedback. So it
does not seem like the FAA is providing any kind of insurances to
airport officials, the Air Force and Congress that this new system
is safer yet you are bound and determined to go forward regardless.
Can you talk a little bit about how the FAA is proceeding with this
and I may have a follow up question.

Mr. HUERTA. The issue is not whether the function is provided.
The issue is, as you pointed out, who does it and we already use
limited aviation weather reporting station controllers to provide
this service at close to 400 sites in the country right now and that
includes 143 FAA towers and 250 contract towers. The 57 that we
identified were facilities that currently use contract weather ob-
servers but have an operational profile that matches with that 391
that are already doing this. The process that we put in place is to
commission an individual safety risk assessment for each of those
facilities and that is what is ongoing right now.

The meeting that you reference is part of that process where we
walk through what our plan would be here, in your case, at Des
Moines Airport and we hear things back and then that is combined
with an overall assessment of the complexity of the airport and are
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there factors that we need to consider before we make a final deter-
mination. We have not made that determination at this point, that
analysis is ongoing.

Mr. YOUNG. Thank you and we will have some further concerns
we will pass along to you.

Second question, and my last question, the Association for Un-
manned Vehicle Systems International predicts 80 percent of the
commercial market for drones, eventually will be used for agricul-
tural purposes. Now it is no surprise I have concerns with this be-
cause Iowa is a very agricultural state, and a lot of other members
have some interest in this as well. Iowa farmers are using drones
right now for precision agriculture, monitoring their lands, moni-
toring their herds and flocks, so I want to make sure stakeholder
comments from the agriculture community are included. The ques-
tion is how are you soliciting comments from them and then, when
guidelines are put out and it would be interesting to find a timeline
for the 55 pound or less guidelines and when that will be done, how
will you be sharing the guidelines and educating the agriculture
community what these guidelines will be?

Mr. HUERTA. Sure, taking first the rule, the small UAS rule. It
is a rulemaking we expect to complete in the spring. It did go out
for initial notice around this time last year so we are wrapping up
the adjudication of comments on that. As it relates to agriculture,
they are part of our broad outreach efforts, as we do consult with
users and stakeholders and we do have a number of exemptions
that we have granted to users so that they can operate, for com-
mercial purposes, unmanned aircrafts in agricultural use, for agri-
cultural surveying, for spraying applications and other activities.
And if there is continued interest from other players, we do have
a very active exemption process that we can go through.

When the rule is in place, the need for a lot of that goes away
because what that will lay out then is for commercial purposes,
what are the specific guidelines for operation.

Mr. YOUNG. And finally, just really quickly, I want to make sure
farmer’s proprietary information is protected, should the govern-
ment, FAA or any other entity be flying over private property, I
just want to make sure that their proprietary information is not
used by the government.

Mr. HUERTA. Well I think——
Mr. YOUNG. It’s a very sensitive issue with the agricultural com-

munity.
Mr. HUERTA. Sure. I personally have not heard of that specific

issue but I will say that we have very robust data protection pro-
grams in place for the full scope of our regulatory activities where
people report information and we are able to maintain the con-
fidentiality of it.

Mr. YOUNG. I would like to learn more about those protections.
I yield back the time that I do not have, Mr. Chairman.

Mr. DIAZ-BALART. Thank you, Mr. Young. Mr. Huerta, in 1995,
FAA was given significant flexibilities and also relief from federal
procurement laws and regulations. Now, why have we seen chal-
lenges in NextGen technology procurement development in spite of
these flexibilities, that’s one question, and are there any additional
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authorities that you could use in order to more effectively develop
and deploy NextGen technologies?

Mr. HUERTA. Sure, when we received the procurement changes
that were done, we created the Acquisition Management System
and actually that has been a good news story for us. That has en-
abled us to reduce time to award and in fact, we consistently rank
better than our peer agencies across the government, both in time
to award and cost of award.

Our cost to award relative to the cost embodied in the contract
is something that compares very, very favorably. As it relates to
project overruns, I mentioned earlier the program management dis-
cipline that we have introduced in the last few years and if you
look back over a 20 year period, in the first 10 years after we had
acquisition reform and changes, we were not where we needed to
be in terms of being able to manage overruns. But as a result of
the program management and acquisition discipline that we put in
place, we have seen a significant improvement these last 10 years.
We have very low percentage overruns in projects and we are able
to bring them in on time.

Mr. DIAZ-BALART. As—and Mr. Price talked about that, we know
that a fully transformed system is going to be past 2025, but can
you speak broadly as to what realistically can be achieved by 2025,
by that deadline as far as next year?

Mr. HUERTA. 2025 was the original target date that was set
through an interAgency effort through the Joint Planning and De-
velopment Office, when we first established the program. Since
that time, as a result of additional research things like new users,
there have been adjustments to it. But we believe given all of that,
most of the original objectives that we had set when we first estab-
lished that program will be met by 2025.

What do those things include? It includes programs such as
NextGen weather. It includes a program that we call SWIM, which
is System Wide Information Management, which is a way of infor-
mation sharing across the full scope of the users of the system. We
will have full en route DataCom, which is a huge time and safety
benefit associated with how we transmit flight instructions to pilots
and how they respond to it.

We will have ADS–B Out, fully deployed but we will also have
ADS–B In procedures, which gives pilots greater situational aware-
ness, blending data from a broad variety of different sources, We
will have much greater use and emphasis on more fuel efficient
procedures, which is where the airlines really see the significant
benefit and where you also see significant benefits associated with
emissions.

Integrated surface operations, I talked a little bit about how we
are starting that in fiscal year 2017. Having fully integrated serv-
ice operations actually enables us to ensure that what you do not
have is extensive taxi out times with attendant burning of fuel
emissions and noise and everything that goes with that. You can
get off the surface of the airport much more quickly.

That is what we were envisioning when we first established the
2025 framework and I think it’s fair to say that we’re well on track
to delivering that by 2025.

Mr. DIAZ-BALART. Thank you. Mr. Price.
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Mr. PRICE. Thank you, Mr. Chairman. Administrator, I want to
return just for a moment to the authorization situation that we
face. As you know, the authorization for the FAA’s programs ex-
pires at the end of March, the Transportation Infrastructure Chair-
man’s controversial reauthorization proposal has been shelved. Dis-
cussions are already under way to determine the length of any
short term extension. I do not imagine anyone, yourself included,
wants to see a repeat of the 23 short term extensions that the au-
thorizers had to resort to a few years ago.

It would be helpful, I think if you just described to us how these
two and three month extensions affect the operation of your Agency
and key stakeholders. For example, as we approach airport con-
struction season this spring and summer, what—in practical terms,
what does short term extension mean for planned airport projects?

Mr. HUERTA. Well if we are in a period of short term extension,
contracts, by necessity, have to be shortened to fit within the au-
thorized amounts that an individual or an airport or a contractor
is able to spend. That leads to, and we saw this when we were
going through the short term extensions, stopping and starting of
contracts and all the attending costs that go with that. Needing to
demobilize a contractor and to start it all up again.

On the Agency side, our ability to enter into longer term con-
tracts also has the potential to be impacted as well and there are
two effects associated with that. One is if you have to break a con-
tract into smaller pieces, by definition, it is going to be more costly
than if you are able to, as a result of having some degree of cer-
tainty, go into a much longer contractual time period with a great-
er degree of certainty. The disruption of the stopping and starting
not only slows things down, but it does impose very very real and
significant costs.

Mr. PRICE. Thank you, that’s helpful, very concisely expressed.
Let me turn to the controller workforce. The staffing and training
of that workforce. Your budget assumes that the Agency will have
roughly 14,270 air traffic controllers, that is about 1,000 fewer con-
trollers than you had 5 years ago. I wonder first what accounts for
this drop? Are you concerned about the drop? What are the ex-
pected retirement patterns over the next few years that might ex-
acerbate that decline and then just anticipate the next question,
that has to do with training.

With regard to training, you recently switched contractors, what,
if anything, has changed with your training program under the
new contractor? What steps are being taken to ensure that there
is an adequate number of sufficiently trained controllers for each
facility? Might this assurance require you to do cross training? Ad-
ditional cross training on different procedures and sectors in order
to ease potential staffing problems? And finally, how are you work-
ing to prevent controller washout, I think the term is, to ensure
that new controllers are successfully integrated into the FAA work-
force.

Mr. HUERTA. First of all on the staffing, we are still catching up
from the effects of 2013 when we went through the sequester and
the shutdown and we closed the FAA Academy which effectively
meant that we lost a year of hiring and so now we’re in the process
of trying to make that up. Our current hiring plan calls for us to
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hire this year about 1,600—a little in excess of 1,600 controllers.
We are actually very confident that we are going to meet the target
this year in that we already have over 2,800 applicants in clear-
ance. And of those, 877 are already placed at the Academy or
placed in facilities. And so I think we are going to beat that par-
ticular hiring target that we have for this year and that will be
really critical. Jumping over the training for a moment and looking
at the washout rate, one of the things that we are really trying to
focus on through things as we were talking about before with the
biographical assessment and with the ATSAT and the training is
to ensure that if someone is not cut out to be a controller that we
are actually not putting them in a facility and figuring it out then.
That we are actually able to rule that out and make that deter-
mination much earlier in the process so we spend a lot less on
training if we are catching it at that point.

On the training contractor, the principle problem we had with
the previous contractor is the way that the responsibilities were al-
located. The FAA set the requirements but it was up to the con-
tractor to determine the resources.

Under the new contract, the FAA maintains control over the re-
sources and so we think that that gives us much better line of sight
and ensuring that we are able to meet budget targets and not to
encounter any overruns in the contract. The transition took place
very seamlessly last fall and I think we are in a good place.

Mr. DIAZ-BALART. Thank you, Mr. Jolly. No further questions
and, Mr. Quigley.

Mr. QUIGLEY. Thank you again, Mr. Chairman. One of the issues
with OMP career modernization was the public outreach program.
We were able to secure language in the Omnibus Mandate in the
FAA to update its community involvement manual and its imple-
mentation plan. Can you tell us how that is going, the timeline for
that and what kinds of programs you perceive coming from that
change?

Mr. HUERTA. Sure. Last fall we did begin the process of updating
the Community Involvement Manual which is effectively the guide-
lines for how you engage with and factor this into the whole devel-
opment of airspace projects. We are currently, as a result of that,
now working on developing a community involvement plan for air-
space projects and Performance Based Navigation.

The idea here is we want to consult earlier in the process with
communities and also do it in a way where we are providing infor-
mation that is easier to understand through things like Google
Earth images and overlay and flight paths and so on down the line.
And the plan also addresses more effective communication on the
purposes and the potential impacts of PBN projects. In terms of
outreach and how we interact with the communities, one of the
things that I think is important is more interaction up and down
the organization. In the past I think that we have tended to focus
much more on the airport authorities, and the airport authorities
are in very different places. What we are really focused on is, how
do we improve and document communication with individuals and
groups that might be outside of what is a defined process by the
airport? I am very committed to bringing community input and out-
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reach earlier into the process and I think we will have better deci-
sion making as a result of that.

Mr. QUIGLEY. I agree and I applaud the notion of doing this ear-
lier in any process, but let me just respectfully add this. Geography
matters. There were instances in which an OMP, for example, the
hearings were held in areas that were not the ones most impacted
by the change and in the many areas most impacted by change
there were no hearings whatsoever. The number of hearings in-
volved I think should be taken into consideration as well in making
sure they are with community organizations and not with the close
relative of the existing aviation department. I think that would
help as well.

I think, finally, you need to be honest with people. I think every-
body understands airports are noisy places. Everybody understands
how important they are to the economic engine of a region, but I
will tell you nobody said at any of these meetings, you are going
to get 150 more flights over your head because of this. You are
going to get fewer, you are going to get more. That bluntness never
took place. And I think people feel that they were misled or that
information was withheld. I know that is hard to put those kinds
of concepts into rules and regulations, but I think if you just imag-
ine that you are living in those areas you would want to be told
the truth, you would want to focus on the people actually impacted
and you would want to hear it more than once, but I appreciate
your effort. Thank you, Mr. Chairman, I yield back.

Mr. DIAZ-BALART. That was a pretty interesting exclamation
point. If you arrange that I am pretty impressed.

Mr. QUIGLEY. Wait until tomorrow.
Mr. DIAZ-BALART. Mr. Jenkins.
Mr. JENKINS. Veterans and they continue to raise issues relating

to the problems in the Air Carrier Access Act for people with dis-
abilities being able to get on airplanes so really just want to put
it out there that we look forward to working with the FAA and oth-
ers to make sure that persons with disabilities have best possible
access.

Secondly, I was very concerned and now I know this is not very
necessarily right under your area of the budget, it may be more ori-
ented towards the secretary’s office but under the essential air
service the FWA 2017 Budget Request for EAS looks to be cut pret-
ty dramatically, about 25 million dollars. In West Virginia, my
state, we have five EAS airports two of which are in my district.
Are you able to share with me why there is a proposed cut, com-
bined discretionary and mandatory, a total cut of over 29 EAS ac-
count?

Mr. HUERTA. Sir, unfortunately I cannot. While this is included
in our budget the program, as you pointed out, is administered over
in the Department of Transportation but we will work with our col-
leagues and get you an answer to that.

[The information follows:]

ESSENTIAL AIR SERVICE (EAS) BUDGET REDUCTION

The Department of Transportation is preparing a response.

Mr. JENKINS. Would you mind finding out? I would like to work
with the Chairman. Again, this is Essential Air Services. It is truly
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that. Essential Air Service for my state and my district and I am
very concerned about what appears to be a proposed budget cut. If
you look at actually fiscal year 2015 it was 261 million through the
OMNI, the enacted was 283. So we were actually putting more
money in and, thank you, Mr. Chairman—putting more money in
the current year, but instead of at least maintaining in budget as
you reference we see a pretty dramatic cut and I would like an ex-
planation and try to restore that.

The second issue is I am a freshman member and the largest air-
port in my district is in Wayne County, it is the Huntington Tri-
State Regional Airport. It is one of the airports where we have had
some increases in ridership. They have got serious issues of park-
ing, they need repair on the apron, can you point me towards
where we may be able to look to get funding to address the critical
infrastructure needs that a growing airport has?

Mr. HUERTA. Sure. We would want them to sit down, if they have
not already, with the Airports District Office and go over what is
their overall master plan, what are their enplanements and their
traffic and what would they like to see there? Now, there is the
combination of the AIP program itself, which is they will have a
portion of the program that they will receive by formula and which
they will have the ability to allocate to these projects. I think what
you are asking about though is the discretionary program. How
they would compete for the discretionary program, and it really de-
pends on what they are asking for and the schedule that they are
asking for but we are happy to talk with them about that.

Mr. JENKINS. I would like to participate in those discussions and
be a strong advocate because again we sense it is the larger com-
munities, the larger airports may have a little broader profile and
get the lion’s share. We want to make sure we are at least trying
to get our fair share.

My last question is while it is not cited specifically in my district
there is a lot of people from my district that use it and that is the
Yeager Airport in Charleston, West Virginia. Over this last year or
two they have had a terrible issue relating to land movement. This
is relating to the runway safety area that has collapsed completely.
The engineered material is a resting system that is at the end of
the airport. This was an investment by the FAA originally. A num-
ber of years ago the FAA funded—I think it is 90/10 on the con-
struction and the engineering. Well, now we have had this collapse
and while it was only 15, 16 million dollars to construct, estimates
to repair it are in the 40 to 50 million. What is the FAA doing
about the situation at Yeager Airport and how much skin in the
game financially will the FAA have to right this situation?

Mr. HUERTA. I am not familiar with the details of that situation.
I will check into it soon and we will get a response to you.

[The information follows:]
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Mr. JENKINS. Okay, I look forward to working with you. It is a
stunningly tragic situation that is impactful in a large number of
ways and so I need to get this on your radar screen and we need
to resolve it. Thank you.

Mr. DIAZ-BALART. Thank you, sir. And, Mr. Cuellar, by the way
very impressive group of folks from Laredo that you have had
today in Washington.

Mr. CUELLAR. Thank you for being there and I apologize for
being late. As you know we have got appropriations at the same
time so we were with the TSA administrators, so, Administrator,
I am sorry for being late. Let me ask you just a couple of quick
questions. One of the patterns I am seeing in some of the agencies
is that they are having a hard time hiring people. And I do not
know if you covered that here, but I know that in Homeland and
other agencies they have been having trouble. Usually it takes over
a year and I do not know if you have ever gone into jobs.gov I think
and gone through that. It is a rather complicated process. It takes
a long time. Do you have any way of getting some of your folks
hired that is a little bit more expedited? And I do understand. You
need the stem training, there is a different type of training that
goes into the folks that your hire but do you have anything and I
am sorry if I missed something when I was not here, but is there
something that you are doing to expedite your hiring?

Mr. HUERTA. Sure. We did talk a little bit about that, but just
on a high level. What we did talk about is we are in a catch-up
mode, particularly for the air traffic controller series. We have a
target this year of hiring some 1,600 plus people which we are
going to be. We are well on track to doing that and we did that
by opening up two series. Two ways to get in there. An experience
track and an inexperience track. And right now we have about
2,400 plus people that are in-vetting for the 1,600 positions and we
have close to 900 of them that were already placed at the FAA
Academy or in facilities, and so I think we are well on track. But
we are continuing to try to find ways to shrink that time period
that it takes to get people in the system.

Mr. CUELLAR. So what is the time that it normally takes and
what are you trying to shrink that to?

Mr. HUERTA. Well, it is well under a year in our case. What we
have is we have gone to a process for controllers where we open
up a job announcement annually where anyone can apply and so
what we want to have is a fresh list that we are going through
every year. If someone is an experienced or a former military con-
troller it is even faster than that because they already have the ex-
perience, and as long as they pass the base qualification they may
be in a position where they also do not have to go to the FAA Acad-
emy for training. They are able to go directly to a facility. For
someone off the street though, once they come into the system it
can take a good 2 years to get them fully certified as a controller.
That does not mean that they are waiting. That means they are in
training; that means they are assigned to a facility and they are
getting checked out and certified on different levels of complexity
and procedures. To get them fully certified in our most complex fa-
cilities will take several years.
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Mr. CUELLAR. Following up with what Mr. Jenkins said about
local facilities that sometimes need—and I understand there has
been sequestration, there has been delays, there has been CRs, I
understand all that but same thing. I have a tower in Laredo that
we have been trying to work on and we have been working with
Mr. Vaughn Turner from your office and other folks, my question
is are you authorized to do public-private partnerships? Say we
have a local entity that wants to help on the construction of a
tower and are you authorized? I know some agents. We had to do
that for Homeland to allow them to do some of that work, but are
you authorized to do public-private partnerships, accept contribu-
tions from let us say a local government?

Mr. HUERTA. Yes. We have done that in a number of instances
where a local entity—it may be a tower or another facility—be-
cause it is relatively new relative to peer facilities and so it may
not rank as high in terms of a replacement cycle, but the airport
or the local government may have a compelling interest to move
that forward at a more accelerated rate and we do have the ability
to cost share with them.

Mr. CUELLAR. Okay, I got just a few seconds left.
You know what Chairman Shuster is proposing and I am sure

you covered this before I got here. We have been very supportive
of what Mr. Shuster has been doing on issues, but on the privatiza-
tion issue. I have supported privatization issues in the past, but
when they take the appropriations away from us we have a prob-
lem with that. The reason I say this is Mr. Shuster is doing this.
Chairman Shuster is doing this because he feels that you all are
not being responsive enough and what do you tell us as members
of the appropriators that we—I assume everybody wrote the letter
saying we want to control the oversight, the appropriations, the
purse strings. How do you respond to that? Because I have heard
it from both sides and I am sticking with my appropriators here
because I think we need to control the purse string, but how do you
respond to the other argument?

Mr. HUERTA. The principle argument that we have heard the
proponents talking about has been delays to the modernization of
the system and so forth. What we have been very, very focused on
is how we deliver benefits under NexGen. I would be happy to
share with you. I know that we are running out of time here.

We have made great progress in deploying the core infrastruc-
ture and in deploying beneficial and accelerated and advanced
navigation procedures that are yielding real benefits in terms of
fuel savings, cost savings and so forth for the users of the system.
And it is a longer conversation and I know we are out of time, but
I would be happy to share that with you.

Mr. CUELLAR. Thank you, Mr. Administrator.
Mr. DIAZ-BALART. Following the Administrator, there is one

other issue I would like you to touch on, which is it is no secret
that Congress has been encouraging the FAA to streamline its cer-
tification process, to get products, frankly, quicker and faster to
market. One of the key reforms to the certification process is the
organization designation authorization—ODA—where FAA dele-
gates authority to industry so that, again, the product certifications
happen more quickly. Can you describe the progress the FAA has



315

made in advancing the use of ODA and also how FAA has put into
place a more risk based approach to safety oversight?

Mr. HUERTA. This is an important program. It is something that
actually is very important to me. We did commission in the last
year a set of coordinated changes that we call AIR Transformation.
AIR is the acronym for our Aviation Certification branch. The key
elements of the transformation are refreshing the certification
strategy which is really what the designees are looking for. What
they want to understand is if they make investments in processes
and so forth, they want to be very clear on what does that mean
we are not going to do? Because where they have a hard time is
if they make a significant investment in business processes, over-
sight processes and then we come in with what they feel is a re-
dundant layer of oversight there. A big part of that is the second
factor, which is the management systems where we are actually
able to track what they do and match it with what we are doing
so that we have line of sight on how the system is actually per-
forming in real time. And that it is not simply left to individuals
exercising discretion without fully understanding the full scope of
what the company is actually trying to do there. And then the third
is to flatten out our organization and work on the skill sets of the
people that are there and I will give you one example on that. In
general our certification specialists tend to come out of the indus-
tries that they are overseeing. And that sets up a situation where
I like to think of it as everyone wants to build the airplane, and
so the debate that you are having is how best to build the airplane.
When you are overseeing a designee, it is a different skill. When
you are overseeing a designee, the question you are asking is does
the designee have a reasonable basis to make the decision that
they have made?

Now, that may not be the decision you would make, but you are
only evaluating is it reasonable for them to have reached the con-
clusion that they reached?

And there is a training component to that. There is also a skills
component to that, because that is really, as you correctly pointed
out, how you analyze data. What does the data tell you where there
is risk in the system and then how do you apply that?

And so those are the three elements of what the program in-
volves. What underpins it is a whole change management effort un-
derway because this is fundamentally changing how we do our job
here, and then also ensuring that we have the tools in place to en-
sure that on the industry side, they are very focused on achieving
what they need to do in a compliance culture.

Mr. DIAZ-BALART. And you mentioned organizational changes.
Where are you as far as are you satisfied? Are those changes being
made? Are you satisfied with those changes?

Mr. HUERTA. They are being made. It is a work in progress at
this point. Conceptually what we have on the certification side is
kind of a geographic organization. And so the Small Airplane Di-
rectorate is in the middle of the country near Kansas because that
is where the small airplanes have historically been made. The
Transport Airplane Directorate is in the Pacific Northwest where
the Boeing Company is located.
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What we have seen is the manufacturing process has changed a
lot, and there is a lot of subcontracting that has taken place across
the industry, and so a certification project can involve multiple di-
rectorates. And what that means is you have multiple chains of—
you see where all this is going.

So what we are doing is taking the organization from this geo-
graphic base to a functional structure with skills and expertise that
will have national responsibility, and we believe that will be a lot
more efficient.

Mr. DIAZ-BALART. Great. Thank you. Mr. Price.
Mr. PRICE. Thank you, Mr. Chairman. Mr. Huerta, I wonder if

you could address the research budget that you have presented to
us. You are asking for $176.5 million. That is only 1 percent of
FAA’s total budgetary resources, but I assume it is a component of
some importance.

I wonder if you could briefly summarize that importance. What
areas in particular hold the most promise for improving safety?
Where are the most significant innovations occurring? Are there
particular areas within the research area that might be accelerated
if we are able to produce additional resources?

And I suppose what I am looking for here a little more broadly
is a sense of the distinctive importance of this research budget and
the way that it complements research budgets in in other areas,
draws on this. Why must you have your own research program?
What does it bring to your operations that is of unique importance?

Mr. HUERTA. Well, I think the way to think of our research pro-
grams is it is applied research. We have a very strong partnership
with NASA. NASA is responsible, and others as well, for doing the
far out, you know, what is the promise that technology has?

You probably read today of an effort underway with NASA to
really look at the next-generation supersonic transport and what
that would look like. Our focus is on, how do you take that re-
search and translate it into something that can actually be applied
and used and integrated into our system?

And so our current areas of focus range from, how we are we in-
corporating new and composite materials? How do we certify them?
What are their performance characteristics and so forth, and the
manufacture of aircraft?

Power systems, there has been a lot of discussion about lithium
batteries, what they represent in terms of their potential, but what
do they represent in terms of hazard? Fuel cell power sources as
ways of getting us greater efficiency and less reliance on fossil
fuels. New technologies for propulsion and new technologies for air
frame design to address some of the issues that Mr. Quigley was
talking about in terms of noise, and how do we get a much more
efficient and how do we get a much better product that is a little
more community friendly?

Cyber is a big issue. This is a technological-based organization,
and like all aspects of technology, we have evolved to a place where
we have far fewer proprietary systems. We now have systems that
we buy as services from the private sector that are based on the
public internet, IP protocols, and that brings with it all of the chal-
lenges that the banking sector, the manufacturing and the retail
sector have in dealing and getting ahead of the cyber threat. And
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so we do a lot of research on how that threat is evolving and what
are mitigation strategies for that.

I will say that we try to focus our research, and we do this with
a research and development advisory committee that is made up of
academics and industry participants, to prioritize what are things
that are ready to go into the application timetable. And I think
that we have had some great experiences there.

For example, a number of years ago, the big focus of the research
program was in cabin safety. And what we have seen in the last
5 years have been that accidents have become more survivable, and
that is due to a lot of great work that has been done on flamma-
bility standards, structural systems, and so forth, that have had
the effect of taking what is an incredibly safe industry and making
it even safer. But it is in this area of how do you take peer research
and apply it in ways that will improve the system that our focus
is.

Mr. PRICE. Thank you. Thank you, Mr. Chairman.
Mr. DIAZ-BALART. Thank you. I thank the members of the com-

mittee. And seeing no further questions, Mr. Huerta, thank you
again for being here. I think this has been very, very constructive.

Committee staff will be in contact with your budget office regard-
ing questions for the record. I know that I have some, and I am
sure that we will get others from members as well.

So I would ask you if you would please work with OMB to return
the information for the record to the subcommittee within 30 days
from Friday. And that will allow us to publish the transcripts of
today’s hearings and make informed decisions when we are crafting
this next bill. I look forward, all of us look forward to continuing
working with you very closely as we are in this process of drafting
the bill.

Mr. Price, any final comments?
Mr. PRICE. No, thank you. Good here.
Mr. DIAZ-BALART. Great. Well, with that, I thank all the mem-

bers. Thank you, sir, once again, for what you do and for spending
this time with us.

And with that, the hearing is adjourned. Thank you.
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TUESDAY, MARCH 15, 2016.

OVERSIGHT AND MANAGEMENT

WITNESSES

HON. CALVIN L. SCOVEL III, INSPECTOR GENERAL, DEPARTMENT OF
TRANSPORTATION

HON. DAVID A. MONTOYA, INSPECTOR GENERAL, DEPARTMENT OF
HOUSING AND URBAN DEVELOPMENT

Mr. DIAZ-BALART. Let’s bring the subcommittee to order. Let me
first thank you all for being here. I greatly appreciate your partici-
pation. Today, we welcome our Inspectors General from the Depart-
ment of Transportation, the Honorable Calvin Scovel, and from the
Department of Housing and Urban Development, the Honorable
David Montoya.

Our subcommittee looks to the Inspector Generals’ offices to help
us, frankly, deal with and conduct critical oversight to ensure that
the people’s tax dollars are obviously well-spent, and those dollars
go as far as possible to meet our Nation’s transportation and hous-
ing needs. Obviously, waste, fraud, abuse, misspending of our agen-
cies’ dollars is not something that we have high tolerance for.
When we have concerns regarding the management and effective-
ness within both Departments, we look to your offices.

We look to the work that you all do for the much needed over-
sight and guidance through a number of audits and investigations
to get those agencies back on track, and we thank you for your in-
valuable work and efforts, and to ensure that all agencies are
working as efficiently and effectively as can possibly be.

So, again, thanking you for your service and for the invaluable
work that we do, we look forward to your testimony as we make
the decisions that will be required to put together the THUD bill
for fiscal year 2017. With that, let me recognize our ranking mem-
ber of this subcommittee, the gentleman from North Carolina, Mr.
Price, for his opening statements. Mr. Price.

Mr. PRICE. Thank you, Mr. Chairman, and I want to join you in
welcoming our two witnesses here today, Mr. Scovel and Mr. Mon-
toya. This oversight hearing is an opportunity for us to examine
the key management challenges facing the Department of Trans-
portation and the Department of Housing and Urban Development.

Many of these issues are not new, but renewed efforts to address
them remain critical to the success of the agencies as they seek to
meet emerging challenges. HUD has made some progress in mod-
ernizing its human capital management, financial governance, and
its human capital in an efficient manner, and lacks strong internal
controls over how it obligates and controls funds.

In addition, the IG has highlighted major concerns about HUD’s
legacy IT systems and lack of compliance with the Federal Infor-
mation Security Management Act, which could place large amounts



364

of extremely sensitive personal information at risk. At the Depart-
ment of Transportation, the IG has identified several priorities for
improvement, including the adoption of better acquisition and pro-
curement practices in the development and deployment of
NextGen, mitigating the threat to public safety posed by the trans-
portation of hazardous materials, including crude oil and liquefied
natural gas and removing high-risk motor carriers from the Na-
tion’s roads.

Finally, some challenges are common to both the DOT and HUD,
such as developing and sustaining an effective workforce and ad-
dressing the broad array of cyber security challenges that pose
problems for the Federal Government as a whole. Oversight is a
key function of Congress, but it is especially integral to the work
of the Appropriations Committee. Making our funding decisions in
close conjunction with vigilant oversight ensures that limited Fed-
eral dollars are spent wisely.

I look forward to learning more about how HUD and DOT are
meeting their management challenges and where they stand to im-
prove. Thanks, both of you, for being here today and thank you,
Mr. Chairman.

Mr. DIAZ-BALART. Thank you very much, sir. And with that, we
welcome your opening statements and, anything else we would also
later submit to the records, so thank you very much, and you are
recognized, gentlemen. Who wants to start? I should look at my
notes, but I haven’t had a chance to. Mr. Scovel, would you care
to start with your opening statement now?

Mr. SCOVEL. Yes, I would.
Mr. DIAZ-BALART. Thank you, sir.
Mr. SCOVEL. Thank you, Mr. Chairman. Chairman Diaz-Balart,

Ranking Member Price, members of the subcommittee, thank you
for inviting me to testify on DOT’s top management challenges for
2016. Addressing these challenges is essential to getting the most
from the more than $70 billion DOT spends each year across a
range of transportation programs. My testimony focuses on three
critical areas: safety, stewardship, and IT security.

The Department, FAA, and industry continue to maintain one of
the world’s safest aviation systems, but the introduction of un-
manned aircraft systems, UAS, creates one of the most significant
safety challenges in decades. FAA has approved more than 3,800
commercial UAS to operate in our airspace, and the number of op-
erators is certain to increase once FAA publishes a final rule for
small UAS this year. However, FAA has yet to establish standard
procedures or training for air traffic controllers to safely manage
UAS in the same airspace as manned aircraft. In addition, FAA in-
spectors lack clear guidance for how to conduct UAS oversight, and
FAA lacks formal systems to track and classify the severity of UAS
incidents.

Improving highway safety also continues to be a challenge. In
2015, we made 17 recommendations to enhance NHTSA’s ability to
remove unsafe vehicles from roads. This includes collecting and
analyzing more comprehensive vehicle safety data. While NHTSA
has taken steps to strengthen its defect investigations, the agency
must now effectively implement its planned improvements to en-
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sure automakers promptly identify defects and recall affected vehi-
cles.

Unsafe commercial drivers further threaten the safety of our
highways, particularly those who repeatedly violate medical, drug,
and alcohol testing requirements and other safety regulations. Of
the 272 motor carrier safety cases that OIG’s criminal investigators
have initiated since 2008, 14 percent involved carriers that were
banned from the roads for safety violations, but continued to oper-
ate under a new business name.

With regard to stewardship, DOT has opportunities to improve
oversight of its investments and assets. For example, we recently
reported that FAA awarded a new $727 million contract for con-
troller training without first addressing longstanding issues that
we identified in its prior controller training contract, issues that re-
sulted in millions of dollars in cost overruns.

Similarly, last year, we reported FTA had not fully implemented
the required processes and internal controls to award and monitor
$10 billion in grant funds allotted for Hurricane Sandy relief.
Strong risk-based oversight, financial controls, and planning are
vital to eliminating fraud and maximizing federal investments.

Sustaining a skilled workforce, DOT’s most important asset, also
remains a key challenge, particularly as workforce demographics
change. For example, 22 percent of DOT’s acquisition workforce,
not counting FAA, was retirement eligible last year. From air traf-
fic controllers to FAA oversight personnel to vehicle defect ana-
lysts, DOT must identify how many staff it needs in these positions
and ensure its training programs keep pace with changing tech-
nology.

Finally, with regard to IT security, DOT has made major
progress in implementing the required use of PIV cards for all em-
ployees and contractors. This is a key step in securing access to fa-
cilities and systems. However, DOT has been slow to address long-
standing cybersecurity weaknesses, such as the lack of effective
systems to continuously monitor for threats. The September 2014
fire at a Chicago air traffic control facility also demonstrated the
importance of effective contingency planning. Damage from that
fire crippled the facility and its systems for 2 weeks, significantly
impacting passengers and airlines. Earlier this month, we reported
that 5 of the Department’s 12 operating administrations were not
effectively testing or meeting all requirements for their disaster re-
covery plans.

The Department has consistently demonstrated its commitment
to addressing these challenges, but effective management and fol-
low-through remain imperative. My office will continue to assist
the Department as it works to meet these goals.

Mr. Chairman, this concludes my prepared statement. I am
happy to answer any questions you or other subcommittee mem-
bers may have.

[The information follows:]
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Mr. DIAZ-BALART. Thank you very much, sir, and, obviously, any
other parts of the statement will be included for the record, and,
as I said before, we thank you for the job that you are doing.

And with that, now we recognize the HUD’s Inspector General,
Mr. Montoya, for your opening statement. And, as I mentioned be-
fore, your full statement will be included in the record, so you are
recognized, sir.

Mr. MONTOYA. Good afternoon. Thank you, sir. Chairman Diaz-
Balart, Ranking Member Price, and members of the subcommittee,
thank you for the opportunity to discuss the Department of Hous-
ing and Urban Development’s top management and performance
challenges in our oversight of HUD’s programs and operations.

In 2015, our audits and reviews resulted in nearly $2 billion in
recommendations that funds be put to better use, over $2 billion
in questioned costs, and nearly $500 million in collections. Our in-
vestigative efforts also led to nearly $670 million in restitution,
judgment recoveries, and receivables. When you add in our civil re-
coveries and receivables, our total results are close to $6 billion.

Our mission to promote economy and efficiency and effectiveness
in the Department’s programs and operations has determined that
achieving HUD’s mission continues to be an ambitious challenge
for its limited staff, given its diverse programs, the thousands of
intermediaries assisting the Department, and the millions of bene-
ficiaries of its housing and development programs.

Proposed new and program changes have introduced new risks,
oversight, and enforcement challenges. In October 2016, my office
reported on nine key management and performance challenges fac-
ing HUD in 2016 and beyond. Our work has noted that these chal-
lenges are so interrelated and interconnected, one impacts another
to such a degree that, in many cases, the Department will not be
able to remedy one without first addressing or correcting another.
This becomes a taxing challenge to determine which needs to come
first or whether several need to be accomplished simultaneously.

A common thread underlying many of these management per-
formance challenges is the lack of a cohesive Department-wide ap-
proach to enforcement, risk management, monitoring, and follow-
through on our findings. While HUD is starting to make some
changes in certain programs to correct this, we will continue to
stress a Department-wide risk monitoring approach that is data-
driven and supports taking appropriate actions when warranted.

I want to draw your attention to two issues that are of serious
concern to my office. The first is that the national credit and finan-
cial crisis continues to have a profound impact on departmental op-
erations. HUD is an important component of the Nation’s housing
industry and that FHA-insured mortgages finance approximately
one-fourth of all home purchases in the United States. As such,
FHA’s portfolio now exceeds $1 trillion.

Over the past 5 years, Ginnie Mae has seen its outstanding
mortgage-backed securities increase by more than 50 percent and
has experienced its fastest growth in the last 6 years. As of August
2015, Ginnie Mae’s mortgage-backed securities portfolio exceeded
$1.6 trillion and is estimated to reach the $2 trillion mark in a lit-
tle over a year.
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We remain concerned that increases in demand on the FHA’s
program are having collateral implications for the integrity of
Ginnie Mae’s mortgage-backed securities program, including the
potential for increases in fraud.

Secondly, the Department’s information technology enterprise
and security posture exposes it to a serious potential for a breach
or failure. For example, HUD’s Tenant Rental Assistance Certifi-
cation System, also known as TRACS, satisfies an important role
in HUD’s multifamily housing program. It accounts for 78 percent
of all HUD’s housing subsidy processing. Of that 78 percent, 50
percent are voucher payments within multifamily housing, and the
other 50 percent are Section 8.

For nearly 7 years now, the TRACS program office has requested
funding to upgrade critical systems and components with no fund-
ing coming. According to the program offices’ impact assessment,
and I will quote, ‘‘TRACS has no vendor support agreement. There-
fore, when the old system catastrophically fails, there is no means
to manage Housing’s rental assistance programs and/or pay sub-
sidy payments of approximately $9.8 billion annually.’’

Like these examples, we will continue to build on the successes
of the last number of years and ensure our work provides the
means to keep the Secretary and the Congress fully and currently
informed about the Department’s problems and deficiencies, while
also highlighting best practices.

I want to acknowledge that I have regular meetings with Sec-
retary Castro and Deputy Secretary Coloretti on HUD’s manage-
ment and performance challenges, and that we have seen their ef-
forts to address them. I will stress that their continued interest
and focus is paramount to ensuring HUD can correct their long-
standing issues. My office is strongly committed to working with
the Department and the Congress to ensure that these important
programs operate efficiently, effectively, and as intended for the
benefit of those most in need, now and into the future.

Thank you again for the opportunity to testify today. I welcome
any questions you may have.

[The information follows:]
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Mr. DIAZ-BALART. Thank you, sir, and, members, we have a lot
of ground to cover, and we all know that there are going to be a
lot of questions, and, frankly, we are really looking forward to a lot
of answers from you all. We are going to proceed as we always do,
in the standard 5-minute rounds, alternating sides, and, again, rec-
ognizing members in order of seniority as seated when we began
the hearing, and, obviously, both questions and answers have to be
within that 5-minute time span.

With that, let me begin, and let me begin with you, Inspector
Montoya. In 2015, your office has had to express yet another dis-
claimer on HUD’s consolidated financial statements. This is becom-
ing, frankly, a really frightening pattern, especially for a financial
institution as large and as important as HUD. I asked the Sec-
retary in a hearing to explain this issue just last week, and he be-
lieves the agency is making good progress.

Now, I remain, however, very concerned about these audit prob-
lems. So let me pose the same kind of questions that I posed to
him, sir, which is, as simply as you can, can you just try to explain
what is going on with HUD’s financials?

Mr. MONTOYA. Well, let me start by saying, yes, I believe the
Secretary and the Deputy Secretary are doing all they can to rec-
tify the problem, but it really boils down to a lack of financial man-
agement governance. A lot of that is driven by the fact that their
human capital management program cannot seem to hire people
fast enough through the process, and that is how one management
challenge impacts another, which is the financial management gov-
ernance issue, and just a lack of real financial management govern-
ance when it relates to, for example, policies, procedures, knowing
exactly how to run an accounting system. Too often, the CFO in the
office is not really privy to what the program is doing. It almost
sort of feels like the program is running their program however
they see necessary, without regard to accounting principles.

I guess the best example I can give you is they had a gentleman
that was a CFO, was doing probably a better job than we had seen
in quite some time, and the gentleman has passed away. That has
been some time, and there has been a lack to quickly fill that CFO
position. The Deputy CFO, unfortunately, does not have a financial
background. He has an IT specialist background. So even at the
highest levels of the Department, you do not have the people with
the financial accounting backgrounds that are needed to drive the
financial management governance issues in the Department.

Mr. DIAZ-BALART. That is not exactly a vote of confidence and not
something that makes me feel too much better about the way, and
let me go and try to get your perspective on HUD’s progress as far
as addressing its audit problems. In your opinion, are things at
least moving in the right direction, and how would you characterize
HUD’s compliance with your recommendations you talked a little
bit about in the beginning, and requests for information?

Mr. MONTOYA. So I think it is getting better with regards to fol-
lowing our audit recommendations. I can tell you the Deputy Sec-
retary is intimately involved in not only the recommendations we
made, but certainly where we have disputes with the program of-
fices on what should or should not be the recommendation fol-
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lowing and the management decisions, so I will give him credit for
that.

Unfortunately, they are often too slow with implementing the
recommendations that we offer, sometimes taking years just to im-
plement it. It is in draft, it will get out, it is being considered, but
nothing ever seems to happen fast enough, quite frankly, for it to,
in my opinion, make immediate difference, so it is a concern with
that.

With regards to access, it has been pretty good except for one oc-
casion, and it relates to the Deputy CFO, who, again, does not have
an understanding of financial management and accounting issues.
We do a congressionally mandated audit every year on the credit
card program of the Department, and they flat-out denied us the
access to the credit card system so that we could see what type of
abuse or misuse was happening with the credit cards. I took it to
the highest levels of the Department, and we never got clearance.

The denial came from the Deputy CFO. We tried to explain to
him this is a congressionally mandated audit. It is——

Mr. DIAZ-BALART. That still remains to this day or were you able
to, frankly, break that door down?

Mr. MONTOYA. Well, we never broke the door down, we went
through the window, quite frankly, so we went through it by an-
other means to get the information, so it still stands that the De-
partment has refused us access to that. I throw that at the feet of
the Deputy CFO, who, again, just does not have an appreciation for
accounting principles and just the need for doing something that
basic, quite frankly.

It is unfortunate, that is the one issue that has still stuck with
me, quite frankly, all other issues we have managed to find an
agreement, an agreed way of getting to the information, sometimes
too slow for my taste, but we get there.

Mr. DIAZ-BALART. And, again, but that is not a small issue you
have just brought up.

Mr. MONTOYA. No, sir, I would not consider it a small issue.
Mr. DIAZ-BALART. My time is about to run out. I have a number

of different questions, and hopefully, we will get to and should be
able to get to additional rounds. Mr. Price, you are recognized, sir.

Mr. PRICE. Thank you, Mr. Chairman. Let me ask both of our
witnesses to address issues of hiring and staffing, which you have
alluded to briefly, and I would like you to elaborate. Both agencies
have large numbers of employees eligible for retirement. HUD has
a large number of employees with more than 20 years of service.
DOT has many retirement eligible air traffic controllers as we are
all familiar with, as well as safety inspectors approaching retire-
ment. So could you describe the findings from the analysis you
have undertaken in this area, first of all, the scope of the problem
and the areas within the Department where it is a particular prob-
lem. It is concentrated more in some places than others, but it is
a problem across government. I realize that, and so I wonder are
there government-wide best practices to address this question that
you are drawing on or that you feel the Departments should draw
on? Do anticipated retirement patterns influence the skills develop-
ment plans at your agency? Certainly they should. To what extent
has that been accommodated? What action should the agencies be
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taking to plan for retirements? We will start with you, Mr. Mon-
toya.

Mr. MONTOYA. Sure. Thank you for the question, Mr. Price. I can
tell you that as best we can tell, more than 43 percent of HUD’s
career staff are looking to retire, I think as 2014, quite frankly. So
you are at almost a 50 percent mark of those that can retire.

There have been a number of human capital studies done for the
Department, not only by us, but GAO, NAPA, and invariably, the
Department continues to be challenged to effectively manage its
limited staff and hire the right people. And sometimes to the det-
riment of itself. One good example that I can probably give you is
in the areas of Ginnie Mae, where when you are operating in finan-
cial markets, you need to be able to move quickly. In one particular
case, they have yet to hire a particular finance type background
person, so instead they are paying hundreds of thousands of dollars
to a contractor to fill that role, as opposed to trying to hire some-
body to get in to do that job.

So from the standpoint that you are using limited tax dollars, if
you will, to pay high prices for contractors to do something a career
person should do, it is the same issue we see in the IT arena. Much
of the career staff has been lost and it is really contractors doing
the job. While the CIO who is there is doing I think a phenomenal
job, since his arrival about a year and a half ago, he is strapped
with himself trying to hire the right skill sets. I think he has got
something on the order of 11 key positions that are still lacking for
him, to help him do the IT role.

It is a consistent problem through government. I am not quite
sure how I could put my finger on what exactly the hiccup is for
the Department. I think they are feeling that going to a shared
services environment would help them. But even in that world, you
still have to have career staff within your own Department that
can help shepherd through a shared services environment what
you need.

Mr. PRICE. Much of that could be elaborated, but let me turn to
Mr. Scovel and we may return to the issue.

Mr. SCOVEL. Thank you, Mr. Price. I appreciate the question, too.
Unlike HUD, my office has not undertaken a Department-wide re-
view of retirement eligibility for all DOT employees, but what we
have done instead is focus on the most critical parts of the DOT
workforce, such as the acquisition workforce across the Depart-
ment. We have looked at NHTSA’s Office of Defects Investigations
workforce, we have looked at air traffic controllers. We have also
taken a look at the acquisition workforce strategy for FAA’s own
acquisition workforce.

In each case, each of those entities has correctly identified retire-
ment eligibility as a looming problem. But we don’t see a surge or
a bow wave of imminent retirements such as to cripple the critical
functions, especially on the safety side of the Department of Trans-
portation. For air traffic controllers, it is not a secret that the num-
ber of air traffic controllers who were hired after the strike in 1981
are now approaching retirement and many have already walked
out the door. The FAA has made a concentrated effort to backfill
those as they go out, year after year. Until about 2012, FAA was
largely successful in keeping pace with new hires and departures.
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In 2012 and 2013, sequestration kind of put the bottom out of that
effort. Consequently, in 2014, the agency embarked on a new hiring
strategy, which resulted in fewer new hires being brought on
board.

So there is a widening gap between the hiring plans or intentions
of FAA for air traffic controllers and what they have actually been
able to bring on. I do want to say, however, that we don’t see a na-
tionwide shortage of air traffic controllers. There are 14,000-plus at
the end of fiscal year 2015. We think that is enough across the en-
tire air traffic control system. But where we have seen gaps is at
critical air traffic control facilities. We published a report recently
that identified the 23 most critical facilities and where there have
been gaps in staffing, some of which undoubtedly have been due to
departures, resignations, and retirements.

On the acquisition side, we have identified for the Department,
as I mentioned, a 22 percent retirement eligibility across the entire
Department minus FAA. That is most concerning, because the De-
partment’s acquisition workforce has struggled to keep pace with
the volume and the complexity of the systems and programs that
it is responsible for.

Mr. DIAZ-BALART. Thank you.
Mr. SCOVEL. Thank you, Mr. Chairman.
Mr. DIAZ-BALART. Thank you. Mr. Jolly, you are recognized, sir.
Mr. JOLLY. Thank you, Mr. Chairman, and thank you to each of

you for being here. I wanted to follow up, Mr. Montoya, with your
conversation about the being denied access to the credit cards.
What is the scale here? How many transactions, how much in dol-
lar amount, or in numbers of transactions were you seeking access
to?

Mr. MONTOYA. Well, we wanted to seek access to the entire sys-
tem for a couple of reasons. One, we wanted to be able to decide,
statistically speaking, how many records we would look at, right.
We also wanted to see whether the Department had availed itself
of all the options that the credit card company offers for security,
those sorts of things. So it would have been too easy for us to say
to the Department, give us X percent of records that we can look,
just a random sampling. We wouldn’t have been able to get into the
rest of it—what buttons have they put up for security purposes.

Mr. JOLLY. And it was the deputy CIO who denied access?
Mr. MONTOYA. That is correct.
Mr. JOLLY. This is Mr. Cook? Or is that——
Mr. MONTOYA. No, it is Mr. Hungate, Joe Hungate, Joseph

Hungate.
Mr. JOLLY. And what was the rationale? What was the reason?
Mr. MONTOYA. I think he felt that it was unnecessary, that it

would be a fishing expedition. We tried to tell him this is a con-
gressionally mandated audit. You can look at exactly what Con-
gress is looking for. It is not like we just decided to come in and
audit. I think just a complete misunderstanding of again, his role,
that he should be playing as the deputy chief financial officer.

Mr. JOLLY. And your recourse then internally is what, as the IG?
Mr. MONTOYA. Well, I took it to the Deputy Secretary and the

Secretary and nothing came of it, so we went to the contractor di-
rectly and got access through the contractor.
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Mr. JOLLY. I appreciate you sharing that. We dealt with a simi-
lar issue with this just last year, the DOJ as well with a denounce-
ment, so thank you for that. You also mentioned in your oral state-
ment a pretty damning evaluation if you will, you said of depart-
mental approach to enforcement, to risk monitoring. You men-
tioned that the chairman is slow to respond to concerns. I mean
those are some pretty significant opinions, particularly given some
of the failings that we have seen, and then a failure to respond to
some issues.

Mr. MONTOYA. Yes, sir.
Mr. JOLLY. It appears to me, I mean that kind of starts at the

top, the culture of the Department somehow. The Secretary has to
accept some type of responsibility for that evaluation that you pro-
vide.

Mr. MONTOYA. I don’t disagree. I can tell you, though, that this
Secretary, since the day he arrived, heeded my concerns. Many of
these issues that I am talking about predate him. And——

Mr. JOLLY. So you have seen improvement under——
Mr. MONTOYA. I have seen improvement and I will give him cred-

it for doing a joint—for putting out a joint letter with the two of
us so we were talking to all staff about the importance of cooper-
ating with the IG. So the issues that I bring up are not necessarily
at his feet, although I think he is trying to change the culture. He
actually did an on-camera video for the whistle blower training
that we were providing the Department where he talked about the
importance of whistle blower and no retaliation will be tolerated,
these sorts of things. So I give him credit for that.

Many of these things are the career people that are people well
below him. And to change a culture is going to take longer than
the year and a half he has been there. I will give him credit for
that.

Mr. JOLLY. I am sorry. I have got to cut you off. I have one more
quick question and then I have something for Mr. Scovel. Mr. Mon-
toya, your budget request is an increase of about $3 million or so
over last year. Is there any delta that you feel like there is some-
thing really off the table? I know you stand by your budget request,
but is there—there could always be more, but do you have any
heartburn over what is not in your budget request?

Mr. MONTOYA. There could always be more. I think what I would
let you know is I think overseeing two financial institutions almost
worth $3 trillion is an important fact of what we do, as is the secu-
rity, IT security of the system, millions of records that they main-
tain.

Mr. JOLLY. Mr. Scovel, a question for you and, look, this is going
to be hard. I put you in a tough spot. I asked the Secretary about
the allocation of competitively awarded TIGER grants and the fact
that a certain percentage were going to Democratic districts as op-
posed to Republican. Numbers can be numbers, he pushed back a
little bit. I understand that. But he said something in his testi-
mony that was quite alarming in my opinion. He said the largest
single State TIGER grant award went to Charlotte, and he ac-
knowledged that he played a hand in consideration of that award.
His testimony to this committee was that he was involved in every
single award. I was more concerned about the allocation, you know,
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almost two-thirds, or whatever the number is, going to Democrats
and one-third going to Republicans. Set that aside for a moment.
Is it appropriate in your opinion, for the Secretary to be personally
involved in competitive TIGER grants award, particularly when the
largest is going to his home State?

Mr. SCOVEL. Thank you, Mr. Jolly. I would look, and we have
looked, although not recently. Our last TIGER grant study was in
2012. And at that time we, and GAO, looked at the process which
the Department was using. And that is where our focus would be:
what were the measurable factors considered by, in this case, the
Secretary and his entire staff when making these discretionary
grants?

Mr. JOLLY. Are secretaries typically personally involved in com-
petitive aware decisions like that?

Mr. SCOVEL. I must limit my answer to what I have seen at the
Department of Transportation, and for TIGER specifically, yes. I
know Secretary LaHood was as is Secretary Foxx, too.

Mr. JOLLY. Okay. Thank you.
Mr. SCOVEL. Given the unique nature of the program and the

high visibility of the discretionary nature of it, in my view, it is ap-
propriate for the Secretary to be that much involved. However, I
would also recommend to the committee, as I would to the Sec-
retary if I were to speak to him on this subject, that the process
and the measurable factors to be considered need to be iron clad.

Mr. JOLLY. Okay. I will have a follow-up. Thank you for the extra
time, Mr. Chairman.

Mr. DIAZ-BALART. Absolutely. Mr. Cuellar.
Mr. CUELLAR. Mr. Scovel, again, just to make sure, because I am

one of those Democrats that didn’t any of those TIGER grants, but
I do want to put it for the records that we don’t want to give the
impression that Secretary Foxx is the only one doing this. Repub-
licans are doing it. LaHood was a Republican and I am sure that
other folks have done this. So this is nothing new that a Democrat
is doing this. Is that correct?

Mr. SCOVEL. It is nothing new. The TIGER program, Mr. Cuellar,
is fairly new within the Department. It was instituted, as the com-
mittee remembers, in the aftermath of the Recovery Act. It has at-
tracted a lot of attention and a lot of energy throughout the De-
partment. We are now in the eighth round and $5 billion has been
allocated through this system. The Department has a pretty robust
effort underway to vet and clean up as many applications as they
can each round.

Mr. CUELLAR. Thank you. Let me ask both of you all, I will start
off with Mr. Montoya, from El Paso, Texas, right?

Mr. MONTOYA. Yes, sir.
Mr. CUELLAR. Let us talk about improper payment eliminations

Recovery Act of 2010. I have added language already in other ap-
propriation bills about improper payments. There is some of them
that have just gone to a huge amount, billions of dollars. Usually
what members of Congress, what we set up is we add in set a goal,
report back to Congress. If we were to add some language that
would say at least do eliminate improper payments by 10 percent
per year, would that be a reasonable number? I know that I believe
the goal for HUD was 3.8, I think, or something like that, some-
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where. So if we put a higher threshold, we put 10 percent, actually
telling HUD and the Department of Transportation on their im-
proper payment, would that be something reasonable that they
could accomplish?

Mr. Chairman, the reason I am asking that is we know there is
improper payments, and I think the problem is, like for example,
HUD, they are talking about having out-of-date information, and
those type of billing errors. Would 10 percent be reasonable? And
I will ask both of you gentlemen that question, and if you want to
take, Mr. Montoya, the first and then Mr. Scovel after that.

Mr. MONTOYA. Thank you, Mr. Cuellar, for the question. It is dif-
ficult for me to say, sir. I can tell you that previously their percent-
age was a lot higher. When they didn’t meet it, they decided to
lower it to make it something they could reach and they did reach
it just last year. But they are still into the billion-dollar mark when
you talk about improper payments.

The concern I have as an IG is I think I am one of the only IGs
who doesn’t do the investigative work on IPA with the Department.
The Department does its own investigations on violations of im-
proper payments. And it looked like they did reduce it from $5 bil-
lion to $1.2 billion over the last 8 to 10 years, so they have made
some, definitely some significant recovery, but it is still——

Mr. CUELLAR. But even the last 10 years, that means we paid
billions of dollars.

Mr. MONTOYA. Yes, sir.
Mr. CUELLAR. For improper payments.
Mr. MONTOYA. Right.
Mr. CUELLAR. And the reason I am saying it, I am glad they done

that, but what are we supposed to do as the oversight, provide
oversight through the appropriations when we see agencies that
are just every year they are paying billions of dollars of improper
payments? What, if you were sitting over here, what sort of lan-
guage would you put in if there is anything possible that we could
add?

Mr. MONTOYA. Well, it goes back to——
Mr. CUELLAR. Again, to both of you all.
Mr. MONTOYA. I beg your pardon. It goes back to something I

said, and that is this lack of enterprise approach to what is going
on in the Department. It is too siloed, It is sort of every silo for
itself. There is not this enterprise approach to really what is going
on, how can we get a handle on improper payments from an enter-
prise-wide perspective as opposed to just each program doing its
own thing?

It is certainly something I could think about and then get back
to you, sir. I don’t know that I have got an answer for you at this
point in time.

Mr. CUELLAR. I would appreciate any language on that. And Mr.
Scovel, and then my time will be up, but, Mr. Chairman, there is
other committees that do the same, I mean other agencies. It is
just a huge problem to the taxpayers, in the billions of dollars. But
Mr. Scovel, I am sorry.

Mr. SCOVEL. Thanks, Mr. Cuellar. You are right. It is a huge
problem at the Department of Transportation. It is a problem and
remains a problem despite the Department’s best efforts. Our focus
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from the OIG has been on examining the system of internal con-
trols that several of our most financially well-endowed administra-
tions are responsible for, particularly with regard to FTA and Fed-
eral Highways, because both of them operate more with grants
than they do with procurements or contracting themselves. And as
the committee knows, once a grantee has been approved, the grant-
ee for a particular project, that grantee may draw down on its own
from funds that the Department has custody of.

The level of oversight in that drawdown process is absolutely
critical. Both highways and FTA have control mechanisms in place,
but, frankly, when we have looked at them, they haven’t been
wholly sufficient. Over time and many reports, we have tried to
recommend improvements in those controls.

Mr. CUELLAR. Mr. Chair, my time is up, but I would just ask the
chairman and the ranking member that, you know, as they said
there was a higher number, so they didn’t meet it, so, oh, okay, let
us make them look better. So, not you all, but let us lower the
amount because they couldn’t meet it. I would love to work with
you all on improper payments because I don’t think it is fair to the
taxpayers when we are talking about billions of dollars every year.
But anyway, thank you for the good work.

Mr. DIAZ-BALART. Again, well stated, Mr. Cuellar. Mr. Young,
you are recognized, sir.

Mr. YOUNG. Thank you, Mr. Chairman, and Mr. Montoya, gentle-
men, welcome today. In your testimony, Mr. Montoya, you ref-
erence an audit that showed over 25,000 families living in public
housing exceeded HUD’s income limits. In your testimony, you say,
‘‘this was exacerbated by the public housing agencies lack of desire
to address these issues themselves.’’ When you say ‘‘lack of desire,’’
can you elaborate on that? Is it they just don’t want to do it, there
is an incompetence there, they have got a policy indifference? Can
you just elaborate on what ‘‘lack of desire’’ means?

Mr. MONTOYA. Yes, sure, and thank you for the question. What
we have seen on the over-income, what I want to make sure we are
clear on is these public housing authorities have had the authority
since at least 2004 to remove those high-income earners from pub-
lic housing. Often we have heard that the reason they haven’t done
it is because to do that takes away from the additional rent that
they are able to make off the higher salaried families. So that is
one issue. So it is a choice.

The other thing we have heard is they don’t believe they have
the authority to do so, although we feel that they do. It also boils
down to just the lack of knowledge and experience by either the
public housing director, the staff, the boards, to understand what
their roles and responsibilities are and what the regulations say,
so it is a number of those different issues.

Mr. YOUNG. So, you feel they have the authority?
Mr. MONTOYA. Yes, sir.
Mr. YOUNG. They feel they do not have the authority?
Mr. MONTOYA. That is correct.
Mr. YOUNG. So, it is just going to mean another stalemate? What

happens?
Mr. MONTOYA. Well, the Department right now is going through

a Notice of Proposed Rulemaking to determine what that balance
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would be for significantly over income households and what time
line would be considered for removal from public housing.

So, I think there is an effort to make it more clear that they do
have the authority, and to create a regulation or law that says, you
know, you will do this when these sort of things are met.

Mr. YOUNG. Regarding the status of HUD’s financial records, this
is very disturbing. I think we can agree without an adequate as-
sessment of HUD’s finances, smart decisions on spending and iden-
tifying areas of waste and duplication become nearly impossible.

How can we be an effective oversight committee, as well as an
appropriations committee, if we cannot see what the heck is going
on here with their finances?

Do you have any confidence their books can become auditable,
and are there some general accounting principles that they adhere
to that you know of at all? Because it is making your life really dif-
ficult to figure this out, and that does not help us.

Mr. MONTOYA. Yes, sir. Thank you. You know, I want to give all
the credit to my financial audit division. They do a phenomenal job,
highly trained individuals, and very dedicated. We have been put-
ting them through their paces.

It is going to be a number of years before HUD gets their books
in order to such a degree that they can come out of disclaimer, it
is my belief.

I believe that the Department, with the assistance of Congress,
has to have the ability to hire the skill sets they need, and I will
give you an example.

With regards to Ginnie Mae, there is at least 30 positions that
we estimate that really should have a salary range that is greater
than the General Schedule, because what you are competing
against is people in the financial world. We really just cannot com-
pete with hiring those highly specialized skill sets who operate in
a very fluid financial market when you are only offering GS scale.

In fact, I can tell you just recently, they lost two of their key staff
accounting auditing people to the Federal Housing Finance Agency
because they do pay higher salary ranges.

So, we are always going to bump against that unless Congress
and the Department get to a point where they can agree, okay, not
everybody in Ginnie Mae but at least 30 key positions should be
higher salaried.

The reason I say that is just recently, they had to do a restate-
ment of the financial audits we had just done because they were
able to determine $1.9 billion had been misstated. Now, that is
quite a bit of money to have misstated.

So, these are the concerns we continue to experience. I do not
think we will get out of disclaimer this year, from what we have
seen, and it is not just Ginnie Mae, it is again how the programs
run their programs.

The idea that PIH had this first in/first out methodology of how
they were going to account for funding is the other reason we gave
them a disclaimer.

So, a number of issues there that all boil down to, you know,
human capital, and the ability to hire the right people quickly.
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Mr. YOUNG. You say it could take a number of years for them
to get their books under control. Do you want to estimate as to is
that 3, 13, 30 years?

Mr. MONTOYA. I could not give you a number. I can tell you that
right now with regards to what the Department is doing with their
accounting on this FIFO prospectively, but not retroactively, so we
are going to have to wait, if they do not do it retroactively as well,
we are going to have to wait for all that to kind of make its way
through the pipeline before we get to a clean set of books.

I could not fathom a guess. I would hope before the next adminis-
tration after the one that will be elected this November.

Mr. YOUNG. Thank you for your testimony and for being here,
both of you, gentlemen. Thank you, Mr. Chairman.

Mr. DIAZ-BALART. Thank you. We have a lot of questions. Before
I go to Mr. Scovel, let me follow up with you, Mr. Montoya.

You raised a lot of issues now, but also in your written testi-
mony. You mentioned how long things take.

I will tell you, however, I was shocked and discouraged to read
that you mentioned in your testimony that since 1991, OIG has re-
ported a lack of an integrated financial management system. You
also mentioned that later. That is a quarter of a century.

Here we are trying to figure out why we cannot get HUD and
their accounts in an accurate manner. They simply cannot even an-
swer how many FTEs they have on board right now.

Here is the question. How do we get HUD—I mean all of HUD—
you mentioned how it is siloed, right, all of HUD to get off the dime
and take what is pretty much a basic responsibility seriously.

I do not have to tell you that, that if we do not, HUD will never
be a responsible financial management platform, to create one or
deal with one, and you mentioned the risk of that, and retire those
old spreadsheets and that legacy system.

Again, how do we get HUD to get off the dime and take this very
basic responsibility seriously, and what is the answer here? Again,
you mentioned about your frustration about how long it takes. This
issue, we are talking about a quarter of a century.

Mr. MONTOYA. Yes, sir. I think it is a cultural thing. I think it
is just the culture that was created at HUD where silos and pro-
grams ran on their own without regard to the larger organization.

So, I can tell you that I think Deputy Secretary Coloretti and the
Secretary understand the enterprise risk approach. There is some
movement finally with regards to enterprise views of things, we
have seen that. It is very encouraging to me, but you are talking
about a very well entrenched long-term culture that needs to be
changed, and unfortunately, there will be an administration change
very shortly, and whatever momentum——

Mr. DIAZ-BALART. Go back to potentially square one, right?
Mr. MONTOYA. It is absolutely going to go back, it is going to be

like that void, everything is just going to retract quickly. That con-
cerns me.

Mr. DIAZ-BALART. Yes. Let me now turn to you, Inspector Scovel.
One of the most important functions performed by DOT is identi-
fying defective vehicles and things like that. You mentioned that
in your testimony, hopefully recalling them before folks are injured.
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You know, we recall the hundreds of injuries and deaths linked
to the General Motors’ ignition switch failure, which really kind of
demonstrates why this capability is, frankly, so crucial, right? You
are literally dealing with potentially people’s lives.

In 2011, you audited DOT’s Office of Defects Investigation, and
you talked about that a little while ago. Then last year, in the
wake of GM’s recall, you conducted a second audit. Now, looking
at these two audits together, what are the key findings? What are
the key findings about DOT’s defects investigation capabilities, and
what should be the top priority to try to improve that obviously
very important capability?

Mr. SCOVEL. Thank you, Mr. Chairman. My office has done some
groundbreaking work when it comes to NHTSA’s Office of Defects
Investigation and their important efforts to ensure motor vehicle
safety for American travelers.

You are right, in 2011, about the time of the Toyota sudden unat-
tended acceleration debacle, our office was asked by then-Secretary
LaHood to take a look at NHTSA ODI and examine a number of
specific aspects of their operation.

We did that. We made a series of recommendations, which we
were able to close after assuring ourselves that the proposed ac-
tions by NHTSA to fix the problems we identified in ODI were in
place.

In 2014, Secretary Foxx asked us to take another look at ODI.
This was in the aftermath of the GM ignition switch problem that
you mentioned. We did that. This time, we looked at the pre-inves-
tigations’ actions or activities of ODI, and we found significant defi-
ciencies to the tune of 17 recommendations. But also in conjunction
with this latest effort, we went back, frankly, because we thought
some of the problems that we had identified in 2011, if the fixes
that we had recommended had been properly implemented, they
should not have come back.

We went back again to look at the implementation of our 2011
recommendations. What we found was disturbing. The actions pro-
posed by the Agency had been sufficient in our view at the time,
but the quality of implementation, the consistency of the implemen-
tation, had been sorely lacking.

A couple of key examples, one fairly major and one fairly minor.
We recommended that a detailed training program be established
for key positions within the Office of Defects Investigation. We got
the paperwork back and it looked okay to us at the time to ensure
that was what would happen going forward.

When we went back to check on whether that had actually been
implemented, it had not, and that was the finding in one of our fol-
low up recommendations, follow up audits from last year.

A more minor recommendation or finding that we made, looking
back again to our 2011 report, was taking care of the paperwork
within ODI. We had found that reasons for the Agency to have de-
layed in making key findings, safety findings, with regard to pos-
sibly defective vehicles, were not being documented.

As a result, Agency leadership did not know, and the public did
not know, what the status was of a particular investigation and
why it was taking so long.
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So, we simply recommended they document the reasons for the
delay. They presented us a plan of action that indicated it would
take place. When we went back and double checked, we found that
it had not been taking place 70 percent of the time.

We were looking simply for 90 percent sufficiency, and that
would have satisfied us as to consistency of application. We found
instead 30 percent application.

So, significant shortcomings across the line.
Mr. DIAZ-BALART. That is very troubling though.
Mr. SCOVEL. It is.
Mr. DIAZ-BALART. Very troubling.
Mr. SCOVEL. I can tell you that we have the attention of NHTSA

and Secretary Foxx’s attention is still on ODI. I do wish to give the
Department and the Agency credit in that regard. In fact, I have
met several times personally with the administrator.

I know that his key program people from ODI continue to meet
a couple of times a month now with my audit team, because they
are focused, as the saying goes, like lasers, to try to make a June
30 target action date to close off our latest set of recommendations.

Mr. DIAZ-BALART. Let me interrupt you on that, a bit of good
news, I guess, a high note, to recognize Mr. Price.

Mr. PRICE. Thank you, Mr. Chairman. Mr. Scovel, let me first re-
turn to a matter that was raised earlier, and then I want to follow
up on another matter with Mr. Montoya.

Insinuations were made earlier regarding the TIGER program,
and I want to just give you a chance to respond here. I want to
confirm, I suppose, that you have never found evidence of improper
procedures or any kind of partisan screening of applications in the
TIGER program?

Mr. SCOVEL. Mr. Price, we have not looked for partisan activities
regarding screening. I can tell you a major finding from our 2012
report was at the tail end of TIGER projects, what were the per-
formance measures that the Department was able to identify and
require of grantees, and how would those be aggregated or rolled
up into an overall evaluation of the success of the TIGER program.

That is a recommendation that is still outstanding for us. We
have not been able to find evidence that the Department has ac-
ceded on that one yet.

Mr. PRICE. Have you ever found improper or unusual interven-
tion in the decision process by either Secretary LaHood or Sec-
retary Foxx?

Mr. SCOVEL. We have not conducted a study under Secretary
Foxx. Our first 2012 report was with then-Secretary LaHood. At
that time we recommended process improvements, but we found no
evidence, as you put it earlier, of partisan involvement or motiva-
tion.

Mr. PRICE. Is there any reason that the Secretary by virtue of
Charlotte, North Carolina being his home town, should rule out the
possibility of any kind of TIGER grant to that city? By the way,
I understand they have had one TIGER grant. Would there be any-
thing improper or informal or formal law or procedure that would
suggest that Charlotte should be ruled out by virtue of the Sec-
retary’s home town?
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Mr. SCOVEL. I am not aware of law or procedure that might lead
the Secretary to recuse himself or to sit out a decision on a Char-
lotte application, for instance.

I can say, however, in the exercise of good judgment and pru-
dence, might a deciding official be concerned with perceptions? Of
course. If a deciding official were to resolve that to his satisfaction,
based on the overall process and how such decisions and actions
had been considered in the past, then he might proceed.

I do have to say again, Mr. Price, we have not looked at the
TIGER grant program specifically since 2012.

Mr. PRICE. So, you have no information about recusal or any-
thing else with respect to the Charlotte decision?

Mr. SCOVEL. I do not.
Mr. PRICE. All right. Mr. Montoya, you had limited time to an-

swer my question about the retirement numbers at HUD and the
difficulties in recruiting new employees, particularly at higher lev-
els for these jobs.

It seems to me just on the face of it that the problem is rather
different from what we have heard described at DOT, where you
can identify particular categories of employees where the numbers
are low, alarmingly low, and the reasons for that, and the miti-
gating training programs and other things that might be under-
taken.

With HUD, it seems to be a more generalized problem. First of
all, is that true, and how would you assess that? Are we talking
here about public service somehow being degraded, devalued, less
attractive than it has been for the kind of people who we need to
attract than other comparable jobs? Are there pay issues here that
help account for this?

I want to give you a chance to explain what you described, in
other words.

Mr. MONTOYA. Yes, sir. Thank you for the follow up question,
Mr. Price. I think it starts with a number of things. One, I think
the human capital, how best to hire, how quick to hire. I do not
believe it is an issue of people not wanting to come into govern-
ment service. I personally think that HUD has a noble mission.
When you think of the fact that their mission is to help, care, and
tend for those who are less fortunate than us, I think it is a noble
mission. I do not believe it is that.

I think it is just the lack of any urgency, quite frankly, in par-
ticular areas. I think in others, it is a financial consideration, like
Ginnie Mae that I spoke to earlier.

You know, I want to clarify something that I said earlier when
I said ‘‘the CIO office,’’ the ‘‘Chief Information Officer,’’ is lacking
a lot of highly skilled sets, the correction I want to make is it was
the Chief Financial Officer’s office who is lacking 11 key positions.

So, they all seem to be lacking quite a few numbers of key posi-
tions, which I do not think is a pay issue because everyone else is
sort of fighting for the same positions, I think it is just a lack of
any urgency to get these positions filled.

Mr. PRICE. Thank you.
Mr. DIAZ-BALART. Thank you. Mr. Jolly.
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Mr. JOLLY. Thank you, Mr. Chairman. I appreciate the comments
from my colleague from North Carolina, certainly my friend,
Henry.

Look, I realize it is not a comfortable conversation, but for the
record, you have not looked into that decision, and this is not
whether or not it was affiliated by party. This was whether or not
a Secretary should have recused himself from the largest single
State TIGER grant award being given to his home city.

Following on the heels, the IG had not recently looked at it, the
GAO had, and it said the Department had failed to document key
decisions regarding TIGER grant awards, including making awards
to projects with less technical ratings than others.

In the GAO report, it said there was insufficient accountability
measures within the Department, and the very week of the an-
nouncement, in the Secretary’s words, his words, his quote, ‘‘The
President and I are giving this region $25 million.’’ So, clearly, the
Secretary prioritized a grant to Charlotte in a way that raises
questions of the oversight authority of this body and frankly this
subcommittee.

The Charlotte Observer, the day that he made the announcement
said ‘‘Despite the $25 million, the project remains in limbo. We are
still uncertain where matching money will come from. We are still
uncertain what the amount is.’’

Now, the TIGER grant applications I have seen, one of the predi-
cates is ensuring there is a local sponsor that has the funds nec-
essary to match the Federal award, but even that was uncertain.

So, the question I ask is not party related. I appreciate you clari-
fying that past Secretaries have done that. I appreciate that. It is
that this was the largest single State award to the Secretary’s
home city, where the reports that they were unsure where the
matching money was going to come from, and the project itself, the
week it was announced, was termed to be ‘‘in limbo.’’

It is appropriate for this subcommittee to ask those questions. It
is an uncomfortable conversation, but to the extent that your office
continues or is contemplating future study into the TIGER grant
award process, I think it is relevant, certainly in the opinion of this
member, and certainly given that the decision to award had not
been granted in the past to Charlotte, but was granted in what is
essentially the Secretary’s last year in this administration on his
way out the door.

So, I appreciate respectfully the difference of how we see this
issue, but I do think we have a responsibility on this subcommittee
to ask the hard questions.

Mr. Chairman, I yield back.
Mr. DIAZ-BALART. Mr. Quigley, you are recognized, sir.
Mr. QUIGLEY. Thank you, Mr. Chairman. In 2014, an FAA con-

tract employee deliberately started a fire that destroyed critical
equipment at the FAA’s Traffic Control Center in Aurora, Illinois.
Thousands of flights were delayed or cancelled at the cost of $350
million to the industry and the flying public. It took weeks to get
back to normal.

As a result, obviously, we are still concerned about DOT’s ability
to protect against insider threats, and the fact that it took so long
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to get back to normal, there was not an immediate transfer of cer-
tain responsibilities and tasks when this incident took place.

So, what have we learned, and how are we better equipped today
to meet such a challenge?

Mr. SCOVEL. Thanks, Mr. Quigley, and I appreciate your interest
certainly in that particular facility. I know you and your staff have
read our critical facilities report on the Chicago Tower, the Chicago
TRACON, the Chicago Air Route Air Traffic Control Center, all in
or very close to your district, so you have a personal interest in it.

FAA immediately undertook a review, as they should have, and
laid out for themselves a series of steps in order to make their air
traffic control system across the board and not just at that one par-
ticular facility be more redundant, more resilient, more flexible,
and more survivable.

The insider threat is among the most if not particularly the most
difficult threat to guard against. We could consult any Agency, in-
cluding right down at the bottom of the hill over at the Navy Yard,
when a contractor in an incident somewhat similar to what hap-
pened at the Chicago facility, used his i.d. card to get through the
gate and into the building, and killed a dozen people some years
back.

This employee at the Chicago facility had similar mayhem in
mind, and in fact, even after he cut the cables and set the fire, took
steps to try to kill himself on the scene, too.

We, and I say ‘‘we,’’ I think probably the majority of Americans,
thought FAA would have been better prepared in order to shift air
traffic control responsibilities. Clearly, they could not, and it has
been an eye-opening experience for all of us in the traveling public,
as well as for the Agency, because the Agency had in place back
in the mid to late 2000s a system so they thought they could switch
air traffic control, specifically at en route centers.

It would have been somewhat difficult. It would have been com-
plicated, but at least we had been led to believe it would not have
taken over 2 weeks.

For a host of reasons, FAA was not able to do that, complications
of airspace, of technology, having surpassed the backup systems
that were already in place, and the need, quite frankly, for air traf-
fic controllers to be fully up to speed on the sections or sectors of
the National Airspace that they are responsible for.

So, it is not as easy as whistling in replacements from other
parts of the country or shifting airspace responsibility to other sec-
tors without the kind of detailed training that FAA requires its air
traffic controllers to go through.

It is a complicated problem. We are monitoring FAA’s efforts to
try to get it right this time, and to keep pace with the problem, not
be overtaken as it was before.

Mr. QUIGLEY. Do you have some sense there are concrete things
that you can point to that we will do better in terms of shifting
this, if Heaven forbid, this were to happen again, intentional or
not?

Mr. SCOVEL. Right. To give you a proper answer, sir, I would
need to go back and consult with my staff. We would need to check
with FAA. We would be happy to do that. It is a significant prob-
lem given the nature of insider threats at large, and the
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vulnerabilities of air traffic control management for the National
Airspace.

Mr. QUIGLEY. And this was an insider attack, but we live in a
world where that may not always be the case. So, I would appre-
ciate it if you could get back to my office or share with the com-
mittee exactly where we are and what we still have to do to protect
the traveling public.

Thank you, and I yield back.
Mr. DIAZ-BALART. Thank you very much, important questions.

Mr. Cuellar.
Mr. CUELLAR. Mr. Jolly, no discomfort, I just wanted to make

sure that we do not give the impression we are being partisan in
asking those questions. I have no idea what Mr. LaHood did, and
I just want to make sure that we follow the proper procedures on
everything, and that is my question, so do not worry about me.

Let me just say this, going into the strategic plan and perform-
ance measures, one of the problems I have had with Agencies, and
especially if you look at Performance.gov, is the Agencies measure
more the activity than the actual results.

Could you both tell us how those two Agencies, the Department
of Transportation and HUD—are they measuring more activity
than performance? The reason I am saying that is because if we
give them $1.00 for TIGER grants, wherever they might be, I want
to know what bang for the dollar am I getting for that $1.00.

So, Mr. Scovel and Mr. Montoya, tell us a little bit about what
exactly, looking at their strategic plan measures, are they meas-
uring more activity or more results?

Mr. SCOVEL. Tough question, Mr. Cuellar. I appreciate it. As the
committee well knows, the Department, and specifically Federal
Highways, has been tasked to institute a far more rigorous per-
formance-based management system for the Federal Aid Highway
program. Federal Highways is in the process of doing that. They
are nowhere near yet done.

It is a complicated process, and it involves rulemaking, and I
know the members of the committee have heard that before from
others from the Department, how complicated and how difficult it
can be, the time required, in order to follow the legal requirements
to put a new rule in place.

So, that is one key area. I would say that if you are measuring
activities versus performance, sure, that is a problem for DOT and
probably looking across the board at most government agencies. It
is what we can collectively measure and identify and hold up,
whether it meets expectations as far as a measurement of perform-
ance, or accomplishment, or achievement, or delivery to the Con-
gress and to the taxpayer. It is a different question.

When agencies like Federal Highways or the Federal Transit Ad-
ministration open up grant programs and try to fund major infra-
structure projects across the country, and I have in mind a couple
in New York that are overbudget and far over time, those kind of
results are apparent, too.

The project does get done in the end, but it is overbudget, over
time, and you hope it lives up to the specifications.

A little bit different, I think, for an Agency like the Federal Avia-
tion Administration, which actually operates a system day in and
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day out, the air traffic control, air traffic management system, and
all of us can see that in action, but the other long-standing projects
that other Agencies and the Department are responsible for, much
more difficult, and the Department finds it much more difficult to
present measurable performance achievements to the Congress and
the public.

Mr. CUELLAR. Bottom line, is it more activity or results?
Mr. SCOVEL. More activity, quite frankly.
Mr. CUELLAR. That is what I thought, I mean at least what I

have seen on Performance.gov. Thank you. Mr. Montoya.
Mr. MONTOYA. Thank you for the question, Mr. Cuellar. The best

example I can give you is the Moving to Work program that Con-
gress has just recently authorized the Department to expand by
100 public housing authorities.

For the last 20 years, there have been 39, in essence, public
housing authorities in the Moving to Work program, which allows
for locally innovative new ways of performing housing and self suf-
ficiency, and these sorts of things.

The problem is in 20 years, they have never had a performance
measure. I do not think we have ever had one as an example of
what exactly came from this program that basically has a lot less
rules and a lot more flexibility to it, and Congress has just ex-
panded it.

We have serious concerns that is ever going to be successful.
Quite frankly, out of the 39 Moving to Work housing authorities
that have been in the program, we have investigated five of them
under at least 23 different investigations for the abuse, fraud, mis-
management of that program because of the lack of oversight that
the Department has provided.

So, that is one example of more about the activity than perform-
ance and success.

Mr. CUELLAR. My time is up, but Mr. Chairman, as you know,
you did performance measures in Florida. I did performance meas-
ures in Texas. I am sure a lot of the members if they were in the
State legislature, they saw how those States were living labora-
tories for measures. You do not have to invent the new world. I
wish we would follow more what the States are doing on the meas-
urements.

Members, David, and everybody, if you want to just look at Gov-
ernment.gov—Performance.gov, and you see some of the measures
there, it is amazing. Some agencies are doing better than other
ones. Just wanted to ask you to take a look and you would be sur-
prised at some of the measures. It is mainly the most activity,
measuring activity than results.

Mr. DIAZ-BALART. When you say ‘‘surprised,’’ you are saying it in
a good way or not in a good way?

Mr. CUELLAR. Not in a good way.
Mr. DIAZ-BALART. All right. Mr. Yoder, you are recognized, sir.
Mr. YODER. Thank you, Mr. Chairman. Gentlemen, thanks for

your testimony today. I apologize I was not here for the totality of
it. There is another hearing going on that I an engaged in at the
same time.

I apologize if I ask a question that has already been addressed,
and you can point that out if you like.
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I have a question for Mr. Scovel regarding the Federal Aviation
Administration’s action to address recent outages in the En Route
Automation Modernization System, ERAM. I guess the FAA de-
clared ERAM fully operational at all 20 en route air traffic control
facilities in 2015, but since then, the $2.7 billion system has experi-
enced a number of outages, most recently at the Washington Cen-
ter in August of 2015, that resulted in delays and cancellation of
hundreds of flights, affecting thousands of passengers, according to
the office’s announcement, which said an audit would begin within
a few weeks.

So, I understand there is an audit going on, and ERAM is to re-
place aging air traffic control hardware and software facilities that
manage high altitude aviation traffic, but it is expected to provide
the infrastructure for a range of new capabilities associated with
NextGen.

So, I want to know are we ready for that? What is the audit
showing about the current complications we are having, and what
can I tell folks back home?

Mr. SCOVEL. Thanks, Mr. Yoder. Great question. ERAM is abso-
lutely essential to the success of NextGen. It is a foundational pro-
gram. It is what the controllers call their ‘‘automation tool,’’ so they
can actually separate aircraft, high altitude, long distance aircraft,
safely.

It has to mesh with a number of other systems in order for the
entire air traffic management system to function properly.

Our audit is ongoing. I cannot tell you what the most recent
problems for outages and slippages have been, but I can say that
overall, we have had ERAM under our microscope for a long, long
time, because if we were to point to a poster child, if you will, with-
in FAA, or an acquisition program that was misconceived and mis-
managed virtually from the start, it would be ERAM.

It has struggled under a cloud from its inception. We have identi-
fied four or five signal concerns with FAA’s major acquisition
projects, some of them dating back to the 1990s. The Agency had
made efforts to rectify some of those earlier programs, but when
the ERAM program was instituted, it seemed the old skeletons
came back out of the closet. Everything from overly ambitious
plans to unstable requirements, and that would probably be the
most significant one.

An inability for the tech center in New Jersey to fully test the
system before it was accepted by the government from the con-
tractor, so the government ended up accepting the program without
having thoroughly tested it.

Incentive fees, $150 million, when the program was running
more than 4 years over time, $458 to almost $500 million, total cost
overrun. Unrealistic cost and schedule estimates. A system that
had been promised to have been rolled out within a year or two
and ended up taking 4 or 5 years.

So, as I said, it has been a signal problem effort for the Agency,
but it is one that they absolutely must get right because without
it, NextGen does not stand a chance, and there is nothing else.

Mr. YODER. When do you expect your audit to be completed?
Mr. SCOVEL. Mid-summer to fall. I will check with the audit

team, and if I might get back to you, sir.
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Mr. YODER. Yes, that would be fine. Would you expect there
would be recommendations that Congress would need to take up in
order to resuscitate or resolve many of these concerns that you
have raised?

Mr. SCOVEL. Perhaps, but not necessarily. I do not want to whet
your appetite, the Congress’ appetite. Our recommendations, as
they typically are, are keyed to the Agency. Certainly, I would in-
vite this committee’s continuing strong oversight as the Congress
has never failed to exercise when it comes to FAA matters. I would
certainly be looking for that kind of help.

Mr. YODER. So, it sounds like this is an example of mismanage-
ment in a way that not only do we need to spend our time boiling
this down to find out where mistakes were made, how they can be
corrected, but how we can use this as an example to ensure that
this type of result does not happen again.

Mr. SCOVEL. Absolutely.
Mr. YODER. Right. Thank you, appreciate your testimony. Thank

you, Mr. Chairman.
Mr. DIAZ-BALART. Thank you very much, Mr. Yoder. They have

called votes, so unfortunately, we will not have time for another
round.

Let me just take this opportunity to thank both of you and your
staffs. I think these hearings are the most important hearings that
we do, and I think your work is exceptionally invaluable and im-
portant. Please feel free to contact us directly on any other issues—
again, there is nothing more important than what you all do.

Again, thank you, Mr. Scovel and Mr. Montoya, along with your
staff, for again your participation and your forthright answers.

The committee staff will be in contact with both your budget of-
fices regarding questions for the record. I know I have a number
of questions to submit. I can tell you that I think a lot of other
members will have them as well.

If you would please work with OMB to return the information for
the record, to the committee, within 30 days, please, from Friday.
We will then be able to publish the transcript of today’s hearing.

Again, your information is invaluable to allow us to make in-
formed decisions when crafting the fiscal year 2017 bill.

I do ask of you also, anything else, please feel free to contact us.
It is crucial.

With that, Mr. Price, any final comments?
Mr. PRICE. Mr. Chairman, I just want to add my thanks as well

for the forthrightness of the testimony we have heard today, we
will find it very useful. It is a good idea to have these two appear
together because we get some sense of comparison, of how agencies
operate, which is always useful.

Thank you.
Mr. DIAZ-BALART. Thank you, Mr. Price. I thank the members of

the subcommittee, and as you can tell, gentlemen, there is a lot of
interest, so let’s stay in touch, and we look forward to continuing
working with you.

At this time now, we will adjourn the subcommittee. Thank you
very much.
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